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TITLE  6— AGRICULTURAL  CREDIT 

Chapter  IV — Commodity  Stabilization 
Service  and  Commodity  Credit  Cor¬ 
poration,  Department  of  Agricul¬ 
ture 

Subchapter  B — Loans,  Purchases,  and  Other 
Operations 

(1955  Cotton  Bulletin  1,  Amdt.  4] 

Part  427 — Cotton 
Subpart — 1955  Cotton  Loan  Program 

CARRYING  LOANS  IN  PAST-DUE  STATUS  AND 
PURCHASE  OF  COTTON 

The  regulations  issued  by  Commodity 
Credit  Corporation  and  the  Commodity 
Stabilization  Service  published  in  20  P.  R. 
4353  and  containing  the  instructions  and 
requirements  with  respect  to  the  1955 
Cotton  Loan  Program  are  hereby 
amended  as  follows: 

1.  Section  427.617  is  amended  to  pro¬ 
vide  for  carrying  loans  in  a  past-due 
status  through  December  31,  1956,  and 
to  provide  that  CCC  will  purchase,  as  of 
close  of  business  on  December  31,  1956, 
any  cotton  on  which  loans  have  not  been 
repaid,  so  that  the  amended  section  reads 
as  follows: 

§  427.617  Maturity,  (a)  Loans  ma¬ 
ture  July  31, 1956,  but  will  be  carried  in  a 
past-due  status  through  December  31, 
1956.  If  a  producer  or  the  purchaser  of 
his  equity  does  not  repay  a  loan  before 
the  close  of  business  on  December  31, 
1956,  CCC  will  purchase  the  cotton  secur¬ 
ing  the  loan  in  accordance  with  the  pro¬ 
visions  of  the  loan  agreements. 

(b)  Any  sum  due  the  producer  as  a  re¬ 
sult  of  the  purchase  of  the  cotton  or  col¬ 
lection  of  insurance  proceeds  therefrom 
shall  be  payable  only  to  the  producer  or 
his  personal  representative  without  right 
of  assignment  to  or  substitution  of  any 
other  person. 

(c)  If  the  producer  does  not  repay  his 
farm-storage  loan  on  or  before  maturity, 
he  may  deliver  the  cotton  in  accordance 
with  the  provisions  of  Form  FF,  or  he 
may  retain  possession  of  the  cotton  until 
December  31,  1956,  unless  delivery  of  the 
cotton  is  requested  sooner.  If  the  pro¬ 
ducer  does  not  own  the  premises  where 
the  cotton  is  stored  and  his  lease  on  such 
premises  expires  prior  to  March  1, 1957,  a 


new  Consent  for  Storage  must  be  secured 
from  the  owner  of  the  premises.  If  the 
cotton  is  not  delivered  to  a  warehouse 
or  the  loan  repaid  by  the  close  of  busi¬ 
ness  on  December  31,  1956,  he  will  be 
required  to  deliver  the  cotton  in  accord¬ 
ance  with  the  provisions  of  Form  FF,  and 
if  the  cotton  is  not  so  delivered  by  the 
producer,  the  holder  of  the  note  may  en¬ 
ter  on  the  premises  where  the  cotton 
is  stored  and  remove  the  cotton.  Upon 
such  delivery  or  removal,  the  holder  may 
purchase  the  cotton  in  accordance  with 
the  provisions  of  this  section. 

(Sec.  4,  62  Stat.  1070,  as  amended,  15  U.  S.  C. 
714b.  Interpret  or  apply  sec.  5,  62  Stat. 
1072,  secs.  101,  401,  63  Stat.  1051,  1054,  15 
U.  S.  C.  714c,  7  U.  S.  C.  1441,  1421) 

Issued  this  3d  day  of  July  1956. 

[seal]  Walter  C.  Berger, 

Acting  Executive  Vice  President, 
Commodity  Credit  Corporation. 

[F.  R.  Doc.  56-5439;  Filed,  July  9,  1956; 

8:50  a.  m.] 


Part  475 — 1956  Emergency  Feed 
Program 

This  bulletin  contains  regulations  per¬ 
taining  to  the  1956  Emergency  Feed  Pro¬ 
gram  and  is  issued  by  the  Commodity 
Credit  Corporation. 

Sec. 

475.25  General  statement. 

475.26  Administration. 

475.27  Definitions. 

475.28  Farmer’s  Purchase  Orders. 

475.29  Dealer’s  Certificates. 

475.30  Presentation  of  Dealer’s  Certificates 

to  CCC. 

475.31  Limitations  on  rights  of  transferees. 

475.32  Suspension  of  Feed  Dealer’s  Agree¬ 

ments. 

475.33  Maintenance  of  books  and  records. 

475.34  Extension  of  time. 

475.35  Termination. 

Authority:  §§  475.25  to  475.35  issued  under 
sec.  4,  62  Stat.  1070,  as  amended;  15  U.  S.  C. 
714b.  Interpret  or  apply  sec.  407,  63  Stat. 
1055,  sec.  301,  Pub.  Law  480,  as  amended; 
7  U.  S.  C.  1427. 

§  475.25  General  statement.  The 
program  provided  for  in  this  part  will 
be  carried  out  by  the  United  States  De- 
(Continued  on  p.  5081) 
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partment  of  Agriculture  through  the 
Commodity  Credit  Corporation  and  the 
Commodity  Stabilization  Service  (here¬ 
inafter  called  CCC  and  CSS,  respec¬ 
tively)  and  is  a  part  of  the  1956  Emer¬ 
gency  Feed  Program  formulated  by  the 
Department  of  Agriculture.  The  eligi¬ 
bility  of  applicants  for  assistance  under 
the  1956  Emergency  Feed  Program  will 
be  determined  by  the  Farmers  Home  Ad¬ 
ministration  pursuant  to  the  regulations 
contained  in  §§  388.1  to  388.6  of  this  title 
(19  F.  R.  5199).  The  regulations  con¬ 
tained  in  this  part  state  the  terms  and 
conditions  (a)  under  which  approved 
applicants  in  designated  areas  will  be  is¬ 
sued  Farmer’s  Purchase  Orders  which 
may  be  tendered  to  dealers  as  part  pay¬ 
ment  for  designated  surplus  feed  grains 
for  use  as  livestock  feed,  (b)  under  which 
dealers  who  accept  Farmer’s  Purchase 
Orders  will  be  issued  Dealer’s  Certifi¬ 
cates,  and  (c)  under  which  Dealer’s  Cer¬ 
tificates  may  be  presented  to  CCC  for  the 
purchase  of  available  designated  CCC- 
owned  surplus  feed  grains. 

§  475.26  Administration.  The  pro¬ 
gram  provided  for  in  this  part  will  be 
administered  by  CSS,  under  the  general 
direction  and  supervision  of  the  Execu¬ 
tive  Vice  President,  CCC,  and  in  the  field 
will  be  carried  out  by  the  Agricultural 
Stabilization  and  Conservation  State 
Committees  and  Agricultural  Stabiliza¬ 
tion  and  Conservation  County  Commit¬ 
tees  (hereinafter  called  State  and  county 
ASC  Committees)  and  CSS  commodity 
offices.  Each  county  ASC  committee  will 
authorize  in  writing  one  or  more  repre¬ 
sentatives  to  approve  and  issue  docu¬ 
ments  on  behalf  of  the  county  ASC  com- 
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mittee.  State  and  county  ASC  commit¬ 
tees  and  CSS  commodity  offices  and  rep¬ 
resentatives  and  employees  of  any  of  the 
above,  do  not  have  authority  to  modify  or 
waive  any  of  the  provisions  of  this  part 
or  any  amendments  or  supplements  here¬ 
to. 

§  475.27  Definitions.  Unless  the  con¬ 
text  or  subject  matter  otherwise  requires, 
as  used  in  all  forms  and  documents  in 
connection  herewith,  except  as  otherwise 
specifically  defined  in  the  “Feed  Dealer’s 
Agreement — 1956  Emergency  Feed  Pro¬ 
gram,”  and  as  used  in  this  part  the  fol¬ 
lowing  terms  shall  have  the  following 
meanings: 

(a)  “Designated  surplus  feed  grains” 
means  barley,  corn,  grain  sorghums  and 
oats  as  such  terms  are  defined  in  the 
Official  Grain  Standards  of  the  United 
States.  Thg  term  “corn”  includes  ear 
corn.  At  the  time  of  issuance  of  a 
Farmer’s  Purchase  Order,  the  county 
ASC  committee  will  enter  on  such  Pur¬ 
chase  Order  the  conversion  factor  to  be 
used  to  convert  the  quantity  of  ear  corn, 
which  may  be  delivered,  to  shelled  corn. 
Such  conversion  factor  shall  be  the  one 
used  in  the  locality  as  determined  by  the 
county  ASC  committee,  except  that  if  the 
county  ASC  committee  determines  that 
no  recognized  conversion  factor  is  used  in 
the  locality  or  that  the  conversion  factor 
used  is  out  of  line  with  prevailing  condi¬ 
tions,  the  conversion  factor  entered  on 
the  Purchase  Order  shall  be  that  estab¬ 
lished  by  the  State  ASC  Committee. 

(b)  “Approved  mixed  feed”  means 
Mixed  Feed  A  which  must  contain  at 
least  75  percent  by  weight  of  designated 
surplus  feed  grain (s)  or  Mixed  Feed  B 
which  must  contain  at  least  60  percent 
by  weight  of  designated  surplus  feed 
grain(s),  or  both.  Prior  to  delivery  to 
farmers,  bags  containing  approved 
mixed  feeds  must  be  appropriately 
labeled  to  show  substantially  as  follows, 
depending  on  the  type  of  approved  mixed 
feed  involved. 

(1)  “Mixed  Feed  A — containing  at 
least  75  percent  by  weight  of  designated 
surplus  feed  grain (s),”  or 

(2)  “Mixed  Feed  B — containing  at 
least  60  percent  by  weight  of  designated 
surplus  feed  grain  (s).” 

(c)  “Designated  CCC-owned  surplus 
feed  grains”  means  barley,  corn,  grain 
sorghums  and  oats. 

(d)  “Farmer”  means  a  farmer, 
rancher  or  stockman  whose  application 
(Form  FHA  937)  for  assistance  under 
the  1956  Emergency  Feed  Program  has 
been  approved  by  a  Farmers  Home  Ad¬ 
ministration  county  committee. 

(e)  “Dealer”  means  any  person  (in¬ 
cluding  but  not  limited  to  an  individual, 
partnership,  corporation,  cooperative,  or 
other  business  entity)  engaged  in  selling 
designated  surplus  feed  grains  or  ap¬ 
proved  mixed  feeds. 

(f)  “Eligible  Dealer”  means  a  dealer 
who  has  entered  into  a  Feed  Dealer’s 
Agreement  with  CCC  and  is  entitled  to 
present  Purchase  Orders  to  county  ASC 
committees  in  exchange  for  Dealer 
Certificates. 

(g)  “CCC  storage  sites”  means  CCC- 
owned  structures,  CCC-leased  facilities, 
and  those  facilities  operated  by  CCC 
under  right  of  entry.  (Such  structures 
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and  facilities  are  commonly  called  CCC 
Binsites.) 

§  475.28  Farmer's  Purchase  Order — 

(a)  Area.  Farmer’s  Purchase  Orders 
(hereinafter  referred  to  as  “Purchase 
Orders”)  will  be  issued  only  in  areas 
which  have  been  designated  by  the  Presi¬ 
dent  under  Public  Law  875,  81st  Con¬ 
gress,  as  areas  of  major  disaster,  and  also 
by  the  Secretary  of  Agriculture  under 
Public  Law  38, 81st  Congress,  as  amended 
by  Public  Law  115,  83d  Congress,  and 
section  301  of  Public  Law  480,  83d  Con¬ 
gress,  as  areas  in  which  assistance  of  the 
nature  provided  for  herein  is  needed. 

(b)  Issuance.  (1)  The  original  of  an 
application  (Form.  FHA  937)  approved 
by  a  Farmers  Home  Administration 
county  committee  pursuant  to  the  regu¬ 
lations  contained  in  19  F.  R.  5199 
(§§  388.1  to  388.6  of  this  title)  shall  be 
presented  within  fifteen  calendar  days 
after  the  date  of  approval  shown  on  such 
application  to  the  office  of  the  county 
ASC  committee  of  the  county  in  which 
such  application  was  filed. 

(2)  Upon  receipt  of  such  an  approved 
application  within  the  time  specified  in 
subparagraph  (1)  of  this  paragraph,  the 
county  ASC  committee  will  issue  a  Pur¬ 
chase  Order  to  the  farmer  named  in  the 
application.  At  the  farmer’s  request, 
the  county  ASC  committee  may  issue  two 
or  more  Purchase  Orders  based  on  one 
application.  If  only  one  Purchase  Order 
is  issued  with  respect  to  an  application, 
the  Purchase  Order  will  show  the  num¬ 
ber  of  hundredweight  of  designated  sur¬ 
plus  feed  grains  for  which  the  applica¬ 
tion  was  approved.  If  more  than  one 
Purchase  Order  is  issued  with  respect  to 
an  application,  the  total  number  of  hun¬ 
dredweight  of  designated  surplus  feed 
grains  shown  on  such  Purchase  Orders 
shall  not  exceed  the  number  of  hundred¬ 
weight  for  which  the  application  was 
approved.  If  a  Purchase  Order  has  been 
issued  and  the  farmer  requests  two  or 
more  Purchase  Orders  in  lieu  thereof,  the 
first  Purchase  Order  must  be  returned 
to  the  county  ASC  committee  for  voiding 
prior  to  the  issuance  of  the  new  Purchase 
Order.  In  the  event  that  more  than  one 
Purchase  Order  is  issued  with  respect 
to  one  application,  all  such  Purchase 
Orders  shall  show  the  same  date  of  is¬ 
suance  as  the  first  Purchase  Order,  and, 
as  required  by  paragraph  (c)  (2)  of  this 
section,  all  such  Purchase  Orders  will 
be  invalid  unless  transferred  by  the 
farmer  to  the  dealer  within  60  calendar 
days  after  the  date  of  issuance  shown 
thereon.  It  shall  be  solely  the  responsi¬ 
bility  of  the  farmer  to  request  the  issu¬ 
ance  of  additional  Purchase  Orders  with 
respect  to  an  application  in  sufficient 
time  to  permit  transfer  by  him  of  such 
Purchase  Orders  within  the  required 
period  of  time. 

(c)  Transfer  "by  farmer.  (1)  A  Pur¬ 
chase  Order  may  be  used  by  the  farmer 
to  whom  issued  only  for  purchases  made 
on  or  after  the  date  of  approval  of 
the  application  (Form  FHA  $37),  of 
designated  surplus  feed  grains  or  ap¬ 
proved  mixed  feed  by  his  transfer  of  such 
Purchase  Order  to  a  dealer  as  part  pay¬ 
ment  on  the  purchase  price  of  such 
grains  and  feed.  A  dealer  to  whom  a 
Purchase  Order  is  transferred  is  re- 
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quired,  in  order  to  obtain  a  Dealer’s  Cer¬ 
tificate  based  thereon,  to  accept  such 
Purchase  Order  as  part  payment  to  the 
full  extent  of  the  value  thereof,  as  speci¬ 
fied  in  paragraph  (d)  of  this  section,  for 
each  hundredweight  of  designated  sur¬ 
plus  feed  grains  and  approved  mixed 
feed  shown  thereon,  up  to  the  maximum 
value  of  the  Purchase  Order. 

(2)  The  date  of  transfer  of  a  Purchase 
Order  by  a  farmer  to  a  dealer  shall  not 
be  later  than  60  calendar  days  after  the 
date  of  issuance  shown  on  the  Purchase 
Order.  The  date  of  transfer  shall  be 
that  date  on  which  the  farmer  signed 
Section  IV  of  the  Purchase  Order,  which 
must  be  on  or  after  the  actual  sale  by  the 
dealer  and  purchase  by  the  farmer,  and 
delivery,  either  physical  or  constructive, 
to  the  farmer  of  all  of  the  designated  sur¬ 
plus  feed  grains  or  approved  mixed  feeds 
specified  in  Section  III  of  the  Purchase 
Order. 

(i)  An  actual  sale  shall  be  deemed  to 
have  been  made  when  the  dealer  and 
farmer  have  agreed  on  the  kinds,  quan¬ 
tities  and  prices  of  designated  surplus 
feed  grains  and  approved  mixed  feed,  the 
proper  value  of  the  purchase  order  has 
been  credited  on  the  purchase  price  for 
each  hundredweight  of  such  feed  grains 
and  feed,  and  the  balance  of  the  total 
price  has  been  paid  in  cash  by  the  farmer 
to  the  dealer  or  charged  by  the  dealer 
against  the  farmer. 

(ii)  Physical  delivery  shall  be  deemed 
to  have  been  completed  when  the  farmer 
has  permanently  removed  from  the 
dealer's  premises  the  total  quantity  of 
designated  surplus  feed  grains  and  ap¬ 
proved  mixed  feed  included  in  an  actual 
sale. 

(iii)  Constructive  delivery  shall  be 
deemed  to  have  been  made  when  an  ac¬ 
tual  sale  has  been  made  and  some 
indicia  of  ownershp  of  the  designated 
surplus  feed  grains  and  approved  mixed 
feed  has  been  given  to  the  farmer  by  the 
dealer.  Such  indicia  of  ownership  shall 
be  in  the  form  of  a  non-negotiable  ware¬ 
house  receipt,  a  dealer’s  due  bill  or  other 
comparable  document,  evidencing  trans¬ 
fer  of  ownership  from  the  dealer  to  the 
farmer. 

(d)  Value.  The  maximum  total  value 
of  any  purchase  order  shall  be  an  amount 
equal  to  the  number  of  hundredweight 
shown  in  Section  I  of  the  purchase  order 
multiplied  by  $1.00.  Subject  to  such 
maximum,  the  actual  total  value  of  a 
purchase  order  shall  be  determined  by 
the  number  of  hundredweight  of  desig¬ 
nated  surplus  feed  grains  or  approved 
mixed  feed  listed  in  the  table  set  forth 
in  Section  III  of  the  purchase  order. 
Each  such  hundredweight  of  designated 
surplus  feed  grains  or  approved  mixed 
feed  shown  therein  shall  be  evaluated  as 
follows: 

(1)  Designated  surplus  feed  grains 
(excluding  ear  corn  and  approved  mixed 
feed):  $1.00. 

(2)  Ear  corn:  the  conversion  factor 
(e.  g.,  if  the  conversion  factor  is  70  per¬ 
cent,  the  value  shall  be  $0.70) . 

(3)  Mixed  Peed  A:  $0.75. 

(4)  Mixed  Peed  B:  $0.60. 

Mixed  feeds  containing  less  than  sixty 
percent  of  designated  surplus  feed 
grain(s)  shall  have  no  value  whatsoever. 


Eligible  dealers  shall  not  be  entitled  to  a 
Dealer’s  Certificate  based  in  whole  or 
part  on  any  such  mix.  In  the  event  that 
a  Dealer’s  Certificate  is  issued  based  on 
any  such  mix  the  dealer  shall  not  be  en¬ 
titled  to  any  credit  or  allowance  whatso¬ 
ever  for  the  quantity  of  designated  sur¬ 
plus  feed  grain(s)  contained  in  any  such 
mix,  and  if  credit  or  allowance  has  been 
made,  the  dealer  wall  be  obligated  to  re¬ 
imburse  CCC  for  the  amount  of  such 
credit.  Approved  mixed  feed  may  con¬ 
tain  more  than  the  minimum  percentage 
of  designated  surplus  feed  grains,  but 
approved  mixed  feed  will  in  no  event  be 
valued  at  other  than  the  amounts  stated 
in  subparagraphs  (3)  and  (4)  of  this 
paragraph. 

§  475.29  Dealer's  Certificates — (a) 

Basis  of  issuance.  An  eligible  dealer 
may  present  a  Purchase  Qrder  trans¬ 
ferred  to  him  by  a  farmer  to  the  county 
ASC  committee  which  issued  it  and  ob¬ 
tain  a  Dealer’s  Certificate  based  thereon, 
provided  he  has  entered  into  a  “Feed 
Dealer’s  Agreement — 1956  Emergency 
Peed  Program’’  signed  on  behalf  of  CCC 
by  an  authorized  representative  of  the 
county  ASC  committee  which  issued  the 
Purchase  Order,  and  is  entitled  under 
the  terms  and  conditions  of  such  Agree¬ 
ment  to  present  such  Purchase  Order. 
A  dealer  must  enter  into  a  separate 
“Feed  Dealer’s  Agreement — 1956  Emer¬ 
gency  Feed  Program”  for  each  county  in 
which  he  presents  Purchase  Orders.  A 
dealer  who  accepts  the  transfer  of  a  Pur¬ 
chase  Order  prior  to  the  time  that  he 
enters  into  an  applicable  “Feed  Dealer’s 
Agreement — 1956  Emergency  Feed  Pro¬ 
gram’’  does  so  at  his  own  risk  and  CCC 
shall  not  be  liable- to  the  dealer  in  any 
way  for  refusal  to  enter  into  such  an 
Agreement  with  the  dealer.  There  must 
be  compliance  with  the  following  con¬ 
ditions  with  respect  to  each  Purchase 
Order  presented : 

(1)  The  date  of  transfer  of  a  Pur¬ 
chase  Order  from  a  farmer  to  the  dealer 
must  have  been  within  60  calendar  days 
after  the  date  of  issuance  shown  on  the 
Purchase  Order.  The  date  of  transfer 
shall  be  determined  as  specified  in 
§  475.28  (c)  (2). 

( 2 )  A  Purchase  Order  must  be  received 
at  the  office  of  the  county  ASC  commit¬ 
tee  which  issued  it  within  30  calendar 
days  after  the  date  of  transfer  of  the 
Purchase  Order  from  the  farmer  to  the 
dealer. 

(3)  The  dealer  must  have  actually 
sold  and  the  farmer  must  have  actually 
purchased  and  received  delivery,  either 
physical  or  constructive,  of  the  quantity 
of  designated  surplus  feed  grains  or  ap¬ 
proved  mixed  feed  listed  in  the  table 
set  forth  in  Section  III  of  the  Purchase 
Order.  In  the  event  that  any  designated 
surplus  feed  grains  were  delivered  track- 
side  to  the  farmer  named  in  the  Pur¬ 
chase  Order,  the  sales  price  to  the  farmer 
must  have  been  no  more  than  the  cost 
of  such  feed  grains  to  the  dealer  plus 
a  handling  margin  no  larger  than  that 
which  has  been  determined  by  the  State 
ASC  vCommittee  to  be  reasonable.  (In¬ 
formation  as  to  the  handling  margin 
determined  by  the  State  ASC  Committee 
to  be  reasonable  will  be  available  at  the 


county  ASC  committee  office  and  should 
be  obtained  from  such  office) . 

(4)  The  dealer  must  have  accepted  the 
transfer  of  the  Purchase  Order  in  part 
payment  for  the  quantity  of  designated 
surplus  feed  grains  or  approved  mixed 
feed  listed  in  the  table  set  forth  in  Sec¬ 
tion  III  of  the  Purchase  Order  to  the 
full  extent  of  the  value,  as  specified  in 
§  475.28  (d)  for  each  hundredweight  so 
listed  up  to  the  maximum  value  of  the 
Purchase  Order. 

(5)  The  dealer  must  submit  to  the 
county  ASC  office  with  each  Purchase 
Order  copies  of  sales  tickets,  sales  slips, 
invoices,  or  other  appropriate  documents, 
for  the  designated  surplus  feed  grains  or 
approved  mixed  feed  purchased  by  the 
farmer,  showing  the  kinds  and  quantities 
of  grains  or  feeds  purchased,  the  date  of 
such  purchase,  the  price  per  hundred¬ 
weight  charged  the  farmer,  and  the 
credit  allowed  on  the  purchase  price  for 
the  Purchase  Order. 

(6)  Sections  III  and  IV  of  the  Pur¬ 
chase  Order  must  have  been  duly 
executed. 

(b)  Face  value.  The  face  value  of  a 
Dealer’s  Certificate  shall  be  an  amount 
equal  to  the  actual  total  value  of  the 
Purchase  Order  or  Purchase  Orders 
which  form  the  basis  for  issuance  of  the 
Dealer’s  Certificate. 

(c)  Transfer.  Dealer’s  Certificates 
may  be  transferred  by  the  dealer  to  any 
supplier,  broker,  agent  or  other  person, 
and  may  subsequently  be  transferred 
from  person  to  person.  The  transfer  of 
Dealer’s  Certificates  shall  be  made  by 
endorsement  on  the  reverse  side  thereof, 
giving  the  address  of  the  endorser,  and 
the  date  of  the  endorsement. 

§  475.30  Presentation  of  Dealer's  Cer¬ 
tificates  to  CCC.  Subject  to  all  of  the 
provisions  of  this  part,  valid  Dealer’s 
Certificates,  if  presented  to  CCC  by  the 
holder  within  120  calendar  days  after 
the  date  of  issuance,  will  be  accepted  at 
face  value  for  the  purchase  of  available 
designated  CCC-owned  surplus  feed 
grains. 

(a)  Where  to  purchase.  Holders  of 
Dealer’s  Certificates  (1)  may  purchase 
carload  lots  of  designated  CCC-owned 
surplus  feed  grains  from  any  CSS  Com¬ 
modity  Office  which  has  such  surplus 
feed  grains  available  for  sale,  or  (2) 
may  purchase  carload  lots  or  less  of  des¬ 
ignated  CCC-owned  surplus  feed  grains 
stored  in  CCC  storage  sites  from  any 
county  ASC  committee  located  in  a  des¬ 
ignated  disaster  area,  as  defined  in 
§  475.28  (a) ,  which  has  such  surplus  feed 
grains  available  for  sale.  Information  as 
to  CSS  Commodity  Offices  having  such 
surplus  feed  grains  available  for  sale 
may  be  obtained  from  the  following  CSS 
Commodity  Offices:  Chicago  CSS  Com¬ 
modity  Office,  623  South  Wabash  Avenue, 
Chicago  5,  Illinois;  Dallas  CSS  Commod¬ 
ity  Office,  500  South  Ervay  Street,  Dallas 
1,  Texas;  Kansas  City  CSS  Commodity 
Office,  Federal  Office  Bldg.,  911  Walnut 
Street,  Kansas  City  6,  Missouri;  Minne¬ 
apolis  CSS  Commodity  Office,  1006  West 
Lake  Street,  Minneapolis  8,  Minnesota, 
and  Portland  CSS  Commodity  Office,  1218 
Southwest  Washington  Street,  Portland 
5,  Oregon.  Information  as  to  the  loca¬ 
tion  of  CCC  storage  sites  within  the 
State  in  the  designated  disaster  area  may 
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be  obtained  from  the  State  ASC  Com¬ 
mittee.  Information  as  to  the  availa¬ 
bility  of  designated  CCC-owned  surplus 
feed  grains  in  CCC  storage  sites  may  be 
obtained  from  the  county  ASC  commit¬ 
tee  of  the  county  in  which  the  CCC  stor¬ 
age  site  is  located. 

(b)  Purchase  from  CSS  Commodity 
Office — (1)  Offer  to  purchase.  In  mak¬ 
ing  an  offer  to  purchase,  the  holder  of 
a  Dealer’s  Certificate  must  specify  the 
class,  grade,  quality  and  quantity  of  the 
designated  CCC-owned  surplus  feed 
grain  which  he  desires  to  purchase,  to¬ 
gether  with  the  destination  and  the  con¬ 
signee  to  whom  such  feed  grain  is  to 
be  shipped. 

(2)  Confirmation  of  sale.  The  CSS 
Commodity  Office  will  accept  or  reject 
the  offer  within  72  hours  from  the  time 
the  offer  is  received  (such  acceptance  or 
rejection  will  be  by  collect  wire  if  re¬ 
quested)  :  Provided,  That  any  acceptance 
shall  be  conditioned  on  the  signing  and 
return  by  the  purchaser  to  the  CSS  Com¬ 
modity  Office  of  a  confirmation  of  sale 
issued  by  such  office  containing  terms 
and  conditions  applicable  to  the  sale. 
Such  confirmation  of  sale,  together  with 
the  provisions  contained  in  this  Section 
shall  constitute  the  sales  contract. 

(3)  Price.  Sales  will  be  made  by  the 
CSS  Commodity  Office  in  carload  lots  at 
the  prevailing  market  price,  as  deter¬ 
mined  by  CCC,  “in  store”  or  f.  o.  b.  car 
at  point  determined  by  CCC. 

(4)  Election  to  cancel.  CCC  shall 
have  the  election  to  cancel  the  sales 
contract  if  Dealer’s  Certificates  of  a 
value  at  least  equal  to  the  value  of  the 
designated  CCC  owned  surplus  feed 
grains  contracted  for  are  not  received 
by  the  CSS  Commodity  Office  within  10 
calendar  days  after  the  date  of  its  issu¬ 
ance  of  the  confirmation  of  sale. 

(5)  Delivery,  (i)  Delivery  of  desig¬ 
nated  CCC-owned  surplus  feed  grains 
will  be  made  “in  store”  or  f.  o.  b.  cars  at 
point  determined  by  CCC.  In  advance 
of  delivery  of  any  such  feed  grains,  the 
purchaser  must  submit  valid  Dealer’s 
Certificates  of  face  value  sufficient  to 
cover  the  sales  value  of  the  feed  grain 
purchased.  CCC  does  not  guarantee 
delivery  within  any  specified  period  of 
time  following  receipt  of  the  Dealer’s 
Certificate  (s)  but  will  utilize  all  practi¬ 
cable  means  to  secure  prompt  delivery. 
The  purchaser,  if  he  so  requests,  will  be 
advised  by  collect  wire  of  cars  being 
shipped. 

(ii)  The  basis  for  determination  of 
the  quality  and  quantity  of  feed  grains 
delivered  shall  be  stated  in  the  confirma¬ 
tion  of  sale  issued  by  the  CSS  Commod¬ 
ity  Office. 

(6)  Basis  of  settlement — (i)  At  end  of 
each  sale,  (a)  In  the  event  that  the 
Dealer’s  Certificates  submitted  to  CCC 
have  a  total  face  value  which  is  less 
than  the  value  of  the  feed  grains  deliv¬ 
ered,  because  of  over-delivery  or  other 
cause,  the  purchaser  shall  pay  to  CCC, 
in  cash,  the  difference  between  the  total 
face  value  of  the  Certificates  submitted 
and  the  value  of  the  feed  grain  delivered, 
calculated  on  the  basis  of  the  specified 
sales  price. 

(b)  In  the  event  the  purchaser  sub¬ 
mits  Dealer’s  Certificates  having  a  total 


face  value  in  excess  of  the  value  of  the 
feed  grain  delivered,  the  purchaser  will 
be  issued  a  new  Dealer’s  Certificate  for 
the  excess  value. 

(c)  To  avoid  administrative  costs  of 
issuing  Dealer’s  Certificates  in  small  de¬ 
nominations,  Dealer’s  Certificates  for 
excess  value  of  $3  or  less  will  be  issued 
only  upon  request.  Deficiencies  of  $3  or 
less  owed  to  CCC  may  be  disregarded 
unless  demand  for  payment  is  made  by 
CCC. 

(ii)  At  termination  of  program.  Upon 
termination  of  the  1956  Emergency  Feed 
Program,  any  holder  of  valid  Dealer’s 
Certificates  having  a  total  face  value  in¬ 
sufficient  to  purchase  a  carload  lot  of 
any  of  the  available  designated  CCC- 
owned  surplus  feed  grains  may  (a)  pur¬ 
chase  from  a  CSS  Commodity  Office  a 
carload  lot  of  any  such  feed  grain  and 
submit  to  the  CSS  Commodity  Office  the 
Dealer’s  Certificates  held  by  him,  plus 
an  amount  of  cash  sufficient  to  cover  the 
remainder  of  the  price  of  the  carload  of 
feed  grain  purchased,  or  (b)  purchase 
from  a  CSS  Commodity  Office  for  de¬ 
livery  “in  store”  a  quantity  of  available 
designated  CCC-owned  surplus  feed 
grains  equal  in  price  to  the  face  value 
of  such  Dealer’s  Certificates  and  submit 
such  Dealer’s  Certificates  to  the  CSS 
Commodity  Office  in  payment  therefor. 
The  foregoing  provisions  of  this  section 
shall  be  applicable  to  such  purchases, 
except  to  the  extent  that  such  provisions 
are  inconsistent  with  this  subdivision. 

(c)  Purchase  from  County  ASC  Com - 
mittees.  Sales  of  available  designated 
CCC-owned  surplus  feed  grain  from  CCC 
storage  sites  will  be  made,  under  the 
direction  of  the  county  ASC  committee 
responsible  for  the  operation  of  the 
storage  site,  only  in  counties  within  a 
designated  disaster  area. 

(1)  Price.  All  sales  from  CCC  storage 
sites  will  be  made  in  carload  lots  or  less 
at  the  prevailing  market  price  as  de¬ 
termined  by  the  county  ASC  committee 
on  the  date  of  sale. 

(2)  Time  of  payment.  Payment  shall 
be  made  by  presentation  to  the  county 
ASC  committee,  prior  to  delivery'  of  the 
feed  grain,  of  valid  Dealer’s  Certificates 
of  an  aggregate  face  value  equal  to  the 
total  price  of  the  feed  grain  purchased. 
The  provisions  of  paragraph  (b)  (6)  (i) 
of  this  section  shall  be  applicable  to  sales 
from  CCC  storage  sites. 

§  475.31  Limitation  on  rights  of 
transferees.  The  right  of  a  transferee 
in  due  course  of  a  Dealer’s  Certificate  to 
present  the  Dealer’s  Certificate  and  ob¬ 
tain  designated  CCC-owned  surplus  feed 
grains  shall  not  be  limited  except  as 
follows: 

(a)  A  Dealer’s  Certificate  will  not  be 
accepted  if  presented  later  than  120  cal¬ 
endar  days  after  the  date  of  issuance. 

(b)  In  the  event  that,  after  issuance  of 
a  Dealer’s  Certificate,  there  has  been  any 
alteration  increasing  the  face  value 
thereof,  such  Certificate  will  be  accepted 
only  for  the  face  value  thereof  at  the 
time  of  issuance.1 


1  Any  false  certification  or  representation, 
willful  alteration,  or  other  fraudulent  act 
may  be  subject  to  prosecution  under  Federal 
Criminal  statutes  and  to  action  under  Fed¬ 
eral  Civil  frauds  statutes. 


(c)  Any  transferee  who  acquires  the 
Dealer’s  Certificate  knowing  or  having 
good  cause  to  know  that  the  dealer  who 
originally  obtained  such  Certificate  from 
the  county  ASC  committee  did  so  on  the 
basis  of  false  or  fraudulent  certifications 
or  representations  shall  not  be  entitled  to 
present  the  Dealer’s  Certificate.  A 
transferee  of  a  Dealer’s  Certificate  who 
acquires  such  Certificate  without  know¬ 
ing  or  having  good  cause  to  know  of  any 
such  false  or  fraudulent  certifications  or 
representations  shall  be  entitled  to  pre¬ 
sent  the  Certificate  and  obtain  desig¬ 
nated  CCC-owned  surplus  feed  grains. 

§  475.32  Suspension  of  Feed  Dealer’s 
Agreements.  CCC  may  suspend  the 
right  of  an  eligible  dealer  who  has  en¬ 
tered  into  Feed  Dealer’s  Agreement  or 
Agreements  to  participate  in  the  1956 
Emergency  Feed  Program  by  notifica¬ 
tion  in  writing  to  the  dealer  if  it  has  good 
reason  to  believe  that  the  dealer  has 
failed  to  comply  with  the  provisions  of 
such  Agreement (s)  with  respect  to  any 
Purchase  Order  presented  by  him  to  the 
county  ASC  committee,  or  if  the  dealer 
has  failed  to  comply  with  the  provisions 
of  a  previous  Emergency  Feed  Program 
or  Feed  Dealer’s  Agreement  which  fail¬ 
ure  was  not  known  to  the  county  ASC 
committee  when  the  Feed  Dealer’s 
Agreement — 1956  Emergency  Feed  Pro¬ 
gram — was  executed.  Any  such  suspen¬ 
sion  shall  be  effective  as  to  all  Feed 
Dealer’s  Agreements  entered  into  by  the 
dealer  under  the  1956  Emergency  Feed 
Program.  In  the  event  of  suspension, 
the  dealer  shall  not  be  entitled  to  present 
any  Purchase  Order  to  any  county  ASC 
committee  unless  and  until  such  suspen¬ 
sion  is  removed  by  CCC.  In  the  event  a 
suspension  is  removed  only  in  part,  the 
dealer  shall  be  entitled  to  present  only 
Purchase  Orders  covered  by  such  re¬ 
moval  of  suspension. 

§  475.33  Maintenance  of  books  and 
records.  The  dealer  shall  maintain  and 
preserve  until  July  1,  1960,  and  for  such 
additional  period  as  CCC  may  request 
in  writing,  complete  and  accurate  books 
and  records  which  will  permit  verifica¬ 
tion  of  all  transactions  with  regard  to 
Farmer’s  Purchase  Orders  and  Dealer’s 
Certificates.  An  examination  of  such 
books  and  records  by  a  duly  authorized 
representative  of  the  United  States  shall 
be  permitted  at  any  time  during  busi¬ 
ness  hours. 

§  475.34  Extension  of  time.  The  Ex¬ 
ecutive  Vice  President,  CCC,  may  when 
he  deems  it  to  be  in  the  best  interests 
of  the  program,  extend  the  time  within 
which  a  Purchase  Order  or  Dealer’s  Cer¬ 
tificate  may  be  transferred  or  presented 
and  he  may,  under  such  terms  and  con¬ 
ditions  as  he  determines  will  serve  the 
best  interests  of  the  program,  delegate 
to  others  the  authority  to  extend  the 
time  within  which  a  Purchase  Order  or 
Dealer’s  Certificate  may  be  transferred 
or  presented. 

§  475.35  Termination.  The  program 
provided  for  in  this  part  may  be  termi¬ 
nated  at  any  time  upon  issuance  of  public 
notice  in  the  Federal  Register.  Such 
termination  shall  not  apply  with  respect 
to  any  Purchase  Order  or  Dealer’s  Cer- 
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tificate  issued  prior  to  the  effective  date 
of  such  termination. 

Issued  this  3d  day  of  July  1956. 

IsealI  Walter  C.  Berger, 

Acting  Executive  Vice  President, 
Commodity  Credit  Corporation. 

(P.  R.  Doc.  56-5441;  Filed,  July  9,  1956; 
8:51  a.  m  i 


TITLE  7— AGRICULTURE 

Chapter  I — Agricultural  Marketing 
Service  (Standards,  Inspections, 
Marketing  Practices),  Department 
of  Agriculture 

Part  51 — Fresh  Fruits,  Vegetables  and 
Other  Products  (Inspection,  Certifi¬ 
cation  and  Standards) 

SUBPART — UNITED  STATES  STANDARDS  FOR 
APPLES  1 

Pursuant  to  the  authority  contained  in 
the  Agricultural  Marketing  Act  of  1946 
(60  Stat.  1087  et  seq.,  as  amended;  7 
U.  S.  C.  1621  et  seq.) ,  the  existing  United 
States  Standards  for  Apples  (18  F.  R. 
7078)  are  hereby  amended  to  read  as 
follows: 

GRADES 

Sec. 

51.300  U.  S.  Extra  Fancy. 

51.301  U.  S.  Fancy. 

51.302  U.S.  No.  1.  ’ 

51.303  U.  S.  No.  1  Cookers. 

51.304  U.  S.  No.  1  Early. 

51.305  U  S.  Utility. 

51.306  Combination  grades. 

51.307  U.  S.  Hail  grade. 

COLOR 

51.308  Color  requirements. 

UNCLASSIFIED 

51.309  Unclassified. 

TOLERANCES 

51.310  Tolerances. 

51.311  Application  of  tolerances  to  individ¬ 

ual  packages. 

61.312  Basis  of  calculating  percentages. 

CONDITION 

51.313  Condition  after  storage  or  transit. 

size 

5 1 .3 14  Size  requirements. 

PACKING  AND  MARKING 

51.315  Packing  requirements. 

51.316  Suggestions  for  marking  containers. 

STANDARDS  FOR  EXPORT 

61.317  Standards  for  export,  as  applied  to 

condition  factors. 

DEFINITIONS 

51.318  Mature. 

61.319  Overripe. 

51.320  Carefully  hand-picked. 

51.321  Clean. 

51.322  Well  formed. 

51.323  Injury. 

5 1 .324  Fairly  well  formed. 

51.325  Damage. 

51.326  Seriously  deformed. 

51.327  Serious  damage. 

Authority:  §§  51.300  to  51.327  issued  un¬ 
der  sec.  205  ,  60  Stat.  1090,  as  amended;  7 
U.  S.  C.  1624. 


1  Packing  of  the  product  in  conformity 
with  the  requirements  of  these  standards 
shall  not  excuse  failure  to  comply  with  the 
provisions  of  the  Federal  Food,  Drug,  and 
Cosmetic  Act. 


GRADES 

5  51.300  U.  S.  Extra  Fancy.  U.  S.  Ex¬ 
tra  Fancy  consists  of  apples  of  one  va-‘ 
riety  which  are  mature,  but  not  overripe, 
carefully  hand-picked,  clean,  well 
formed;  free  from  decay,  internal 
browning,  internal  breakdown,  scald, 
scab,  bitter  pit,  Jonathan  spot,  freezing 
injury,  broken  skins  and  bruises  (except 
those  that  are  slight  and  incident  to 
proper  handling  and  packing),  and  visi¬ 
ble  water  core.  The  apples  shall  also  be 
free  from  injury  caused  by  russeting, 
sunburn  or  spray  burn,  limb  rubs,  hail, 
drought  spots,  scars,  stem  or  calyx 
cracks,  other  diseases,  insects,  or  me¬ 
chanical  or  other  means.  Each  apple  of 
this  grade  shall  have  the  amount  of 
color  specified  in  §  51.308  for  the  variety. 
(See  §§  51.308,  51.310,  and  51.313.) 

§  51.301  U.  S.  Fancy.  U.  S.  Fancy 
consists  of  apples  of  one  variety  which 
are  mature  but  not  overripe,  carefully 
hand-picked,  clean,  fairly  well  formed; 
free  from  decay,  internal  browning,  in¬ 
ternal  breakdown,  bitter  pit,  Jonathan 
spot,  scald,  freezing  injury,  broken  skins 
and  bruises  (except  those  incident  to 
proper  handling  and  packing) ,  and  vis¬ 
ible  water  core.  The  apples  shall  also 
be  free  from  damage  caused  by  russeting, 
sunburn  or  spray  burn,  limb  rubs,  hail, 
drought  spots,  scars,  stem  or  calyx 
cracks,  other  diseases,  insects,  or  me¬ 
chanical  or  other  means.  Each  apple  of 
this  grade  shall  have  the  amount  of  color 
specified  in  §  51.308  for  the  variety.  (See 
§§  51.308,  51.310,  and  51.313.) 

51.302  U.  S.  No.  1.  The  requirements 
for  this  grade  are  the  same  as  U.  S.  Fancy 
except  for  color  and  russeting.  In  this 
grade  less  color  is  required  for  all  va¬ 
rieties  except  yellow  and  green  varieties, 
for  which  the  requirements  for  both 
grades  are  the  same.  Apples  of  this 
grade  shall  be  free  from  excessive  dam¬ 
age  caused  by  russeting  which  means 
thStl  they  shall  meet  the  russeting  re¬ 
quirements  for  U.  S.  Fancy  as  defined 
under  the  definitions  of  “damage  by  rus¬ 
seting”:  Provided,  That,  the  aggregate 
area  of  an  apple  which  may  be  covered 
by  smooth  net-like  russeting  shall  not 
exceed  25  percent;  And  further  pro¬ 
vided,  That,  the  aggregate  area  of  an 
apple  which  may  be  covered  by  smooth 
solid  russeting  shall  not  exceed  10  per¬ 
cent.  (See  §§  51.308,  51.310,  and  51.313.) 

§  51.303  17.  S.  No.  1  Cookers.  U.  S. 

No.  1  Cookers  consists  of  apples  of  one 
variety  which  meet  the  requirements  of 
U.  S.  No.  1  grade  except  as  to  color.  This 
grade  is  provided  for  apples  which  are 
mature  but  which  may  not  have  sufficient 
color  to  meet  the  specifications  of  U.  S. 
No.  1.  (See  §§  51.310  and  51.313.) 

§  51.304  17.  S.  No.  1  Early.  U.  S.  No.  1 
Early  consists  of  apples  of  one  variety 
which  meet  the  requirements  of  U.  S. 
No.  1  grade  except  as  to  color,  maturity 
and  size.  Apples  of  this  grade  have  no 
color  requirements,  need  not  be  mature, 
and  shall  be  not  less  than  2  inches  in 
diameter.  This  grade  is  provided  for 
varieties  such  as  Duchess,  Gravenstein, 
Red  June,  Twenty  Ounce,  Wealthy,  Wil¬ 
liams,  Yellow  Transparent,  and  Lodi, 
or  other  varieties  which  are  normally 


marketed  during  the  summer  months. 
(See  §§  51.310  and  51.313.) 

§  51.305  17.  S.  Utility.  U.  S.  Utility 
consists  of  apples  of  one  variety  which 
are  mature  but  not  overripe,  carefully 
hand-picked,  not  seriously  deformed; 
free  from  decay,  internal  browning,  in¬ 
ternal  breakdown,  scald  and  freezing  in¬ 
jury.  The  apples  shall  also  be  free  from 
serious  damage  caused  by  dirt  or  other 
foreign  matter,  broken  skins,  bruises, 
russeting,  sunburn,  spray  burn,  limb 
rubs,  hail,  drought  spots,  scars,  stem  pr 
calyx  cracks,  visible  water  core,  other 
diseases,  insects,  or  mechanical  or  other 
means.  (See  §§  51.310  and  51.313.) 

§  51.306  Combination  grades,  (a) 
Combinations  of  the  above  grades  can 
be  used  as  follows ; 

(1)  Combination  U.  S.  Extra  Fancy 
ar\d  U.  S.  Fancy. 

(2)  Combination  U.  S.  Fancy  and  U.  S. 
No.  1. 

(3)  Combination  U.  S.  No.  1  and  U.  S. 
Utility. 

(b)  Combinations  other  than  these 
are  not  permitted  in  connection  with 
the  United  States  apple  grades.  When 
Combination  U.  S.  Extra  Fancy  and  U.  S. 
Fancy  is  packed,  at  least  25  percent  of 
the  apples  in  any  lot  shall  meet  the  re¬ 
quirements  of  the  higher  grade  in  the 
combination.  When  Combination  U.  S. 
Fancy  and  U.  S.  No.  1  or  Combination 
U.  S.  No.  1  and  U.  S.  Utility  are  packed, 
at  least  50  percent  of  the  apples  in  any 
lot  shall  meet  the  requirements  of  the 
higher  grade  in  the  combination.  (See 
§§  51.308,  51.310  and  51.313.) 

§  51.307  U.  S.  Hail  grade.  U.  S.  Hail 
grade  consists  of  apples  which  meet  the 
requirements  of  U.  S.  No.  1  grade  except 
that  hail  marks  where  the  skin  has  not 
been  broken  and  well  healed  hail  marks 
where  the  skin  has  been  broken  shall  be 
permitted,  provided  the  apples  are  fairly 
well  formed.  (See  §§  51.308,  51.310,  and 
51.313.) 

COLOR 

§  51.308  Color  requirements.  In  ad¬ 
dition  to  the  requirements  specified  for 
the  grades  set  forth  in  §§  51.300  to  51.307, 
apples  of  these  grades  shall  have  the  per¬ 
centage  of  color  specified  for  the  variety 
in  Table  I  appearing  in  this  section.  For 
the  solid  red  varieties  the  percentage 
stated  refers  to  the  area  of  the  surface 
which  must  be  covered  with  a  good  shade 
of  solid  red  characteristic  of  the  variety: 
Provided,  That,  an  apple  having  color  of 
a  lighter  shade  of  solid  red  or  striped  red 
than  that  considered  as  a  good  shade  of 
red  characteristic  of  the  variety  may  be 
admitted  to  a  grade,  provided  it  has  suf¬ 
ficient  additional  area  covered  so  that 
the  apple  has  as  good  an  appearance  as 
one  with  the  minimum  percentage  of 
good  red  characteristic  of  the  variety  re¬ 
quired  for  the  grade.  For  the  striped 
red  varieties  the  percentage  stated  refers 
to  the  area  of  the  surface  in  which  the 
stripes  of  good  shade  of  red  characteristic 
of  the  variety  shall  predominate  over 
stripes  of  lighter  red,  green,  or  yellow. 
However,  an  apple  having  color  of  a 
lighter  shade  than  that  considered  as  a 
good  shade  of  red  characteristic  of  the 
variety  may  be  admitted  to  a  grade: 
Provided,  That,  it  has  sufficient  addi¬ 
tional  area  covered  so  that  the  apple  has 
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as  good  an  appearance  as  one  with  the 
minimum  percentage  of  stripes  of  a  good 
red  characteristic  of  the  variety  required 
for  the  grade.  Faded  brown  stripes  shall 
not  be  considered  as  color  except  in  the 
case  of  the  Gray  Baldwin  variety. 


Table  I— Color  Requirements  tor  Specified  U.  S. 
Grades  of  Apples,  by  Varieties 


Variety 

U.  S. 
Extra 
Fancy 

U.  S. 
Fancy 

U.  S. 
No.  1 

Solid  Red: 

Percent 

Percent  ^ 

Percent 

Black  Ben - 

75 

50 

25 

Gano . . . 

75 

50 

25 

Winesap— . 

75 

50 

25 

Other  similar  varieties  1 _ 

75 

50 

25 

Red  Sport  varieties  J. . 

75 

60 

25 

Striped  or  partially  red: 

Cortland . 

66 

33 

25 

Jonathan _ 

06 

33 

25 

McIntosh . . . . 

66 

33 

25 

Other  similar  varieties 1 _ 

66 

33 

25 

Baldwin.. . 

50 

25 

15 

Ben  Davis.  _ _ 

50 

25 

15 

Delicious...  . . . . 

50 

25 

15 

Mammoth  Black  Twig . 

50 

25 

15 

Northern  Spy . 

50 

25 

15 

Rome  Beauty... _ _ 

50 

26 

15 

Stayman . 

50 

25 

15 

Turley . 

50 

25 

15 

Wagener . . 

50 

25 

15 

Wealthy... . 

60 

25 

15 

Willow  Twig . . 

50 

25 

15 

York  Imperial. . . . 

50 

25 

15 

Other  similar  varieties  * - 

50 

25 

15 

Hubbards  ton.. . 

50 

15 

10 

Stark _ _ 

50 

15 

10 

Other  similar  varieties . 

50 

15 

10 

Red  June . . . . 

50 

15 

(s) 

Williams . . . 

50 

15 

00 

Other  similar  varieties . 

50 

15 

<*) 

Gravenstein _ _ 

25 

10 

(») 

Other  similar  varieties  *. ... 

25 

10 

00 

Red  cheeked  or  blushed: 

n 

(*) 

(8) 

Maiden  Blush _ _ 

Twenty  Ounce . 

<7) 

5) 

00 

Winter  Banana . . 

O 

(*) 

00 

Other  similar  varieties. . 

(’) 

(5) 

00 

Green  varieties . 

(•) 

O') 

00 

Yellow  varieties. . . 

(») 

(•) 

(•) 

Golden  Delicious - 

(10) 

(.0) 

(10) 

i  Arkansas  Black,  Beacon,  Detroit  Red,  Esopus 
Spitzenburg,  King  David,  Lowry,  Minjon. 

*  When  Red  Sport  varieties  are  specified  as 
such  they  shall  meet  the  color  requirements 
specified  for  Red  Sport  varieties. 

3  Haralson,  Kendall,  Macoun,  Melba,  Snow 
(Fameuse). 

1  Bonum,  Early  McIntosh,  Limbertwig,  Milton, 
Nero.  Paragon. 

0  Tinge  of  color. 

•Duchess,  Red  Astraehan,  Smokehouse,  Sum¬ 
mer  Rambo. 

7  Blush  cheek. 

8  None. 

•  Charasteristie  ground  color. 

10  75  percent  characteristic  color. 

Note.  “Characteristic  color”,  when  the  white 
around  the  lenticels  predominates  over  the 
green  color,  creating  a  mottling  effect  on  the 
surface  of  the  apple,  it  shall  be  considered  as 
the  minimum  characteristic  color. 

UNCLASSIFIED 

§  51.309  Unclassified.  Unclassified 
consists  of  apples  which  are  not  graded 
in  conformity  with  any  of  the  foregoing 
grades.  The  term  “unclassified”  is  not 
a  grade  within  the  meaning  of  these 
standards  but  is  provided  as  a  designa¬ 
tion  to  show  that  no  definite  grade  has 
been  applied  to  the  lot. 

TOLERANCES 

§  51.310  Tolerances,  (a)  In  order  to 
allow  for  variations  incident  to  proper 
grading  and  handling,  not  more  than  a 
total  of  10  percent  of  the  apples  in  any 
lot  may  fail  to  meet  the  requirements  of 
the  grade:  Provided,  That,  not  more  than 
one-half  of  this  amount,  or  5  percent, 
shall  be  allowed  for  apples  which  are 
seriously  damaged  by  insects  and  in¬ 
cluding  not  more  than  1  percent  for  ap¬ 


ples  affected  by  decay  or  internal  break¬ 
down  or  both. 

(b)  When  applying  the  foregoing  tol¬ 
erances  to  Combination  U.  S.  Extra  . 
Fancy  and  U.  S.  Fancy  grade,  no  part 
of  any  tolerance  shall  be  allowed  to  re¬ 
duce,  for  the  lot  as  a  whole,  the  25  per¬ 
cent  of  apples  of  the  higher  grade  re¬ 
quired  in  the  combination,  but  individual 
containers  shall  have  not  less  than  15 
percent  of  the  higher  grade. 

(c)  When  applying  the  foregoing  tol¬ 
erances  to  Combination  U.  S.  Fancy  and 
U.  S.  No.  1  grade  and  to  Combination 
U.  S.  No.  1  and  U.  S.  Utility  grade,  no 
part  of  any  tolerance  shall  be  allowed 
to  reduce,  for  the  lot  as  a  whole,  the 
50  percent  of  apples  of  the  higher  grade 
required  in  the  combination,  but  indi¬ 
vidual  containers  shall  have  not  less 
than  40  percent  of  the  higher  grade. 

§  51.311  Application  of  tolerances  to 
individual  packages.  The  contents  of 
individual  packages  in  the  lot,  based  on 
sample  inspection,  are  subject  to  the 
following  limitations,  provided  the  av¬ 
erages  for  the  entire  lot  are  within  the 
tolerances  specified  for  the  grade: 

(a)  For  packages  which  contain  more 
than  10  pounds,  and  a  tolerance  of  10 
percent  or  more  is  provided  (as  in  the 
case  of  size,  where  a  tolerance  of  15  per¬ 
cent  is  provided)  individual  packages  in 
any  lot  shall  have  not  more  than  one 
and  one-half  times  the  tolerance  speci¬ 
fied.  For  packages  which  contain  more 
than  10  pounds  and  a  tolerance  of  less 
than  10  percent  is  provided,  individual 
packages  in  any  lot  shall  have  not  more 
than  double  the  tolerance  specified,  ex¬ 
cept  that  at  least  one  apple  which  is  seri¬ 
ously  damaged  by  insects  or  affected  by 
decay  or  internal  breakdown  may  be 
permitted  in  any  package. 

(b)  For  packages  which  contain  10 
pounds  or  less,  individual  packages  in  any 
lot  are  not  restricted  as  to  the  percentage 
of  defects:  Provided,  That,  not  more  than 
one  apple  which  is  seriously  damaged  by 
insects  or  affected  by  decay  or  internal 
breakdown  may  be  permitted  in  any 
package. 

§  51.312  Basis  of  calculating  percent¬ 
ages.  (a)  When  the  numerical  count  is 
marked  on  the  container,  percentages 
shall  be  calculated  on  the  basis  of  count. 

(b)  When  the  minimum  diameter  or 
minimum  and  maximum  diameters  are 
marked  on  the  container,  percentages 
shall  be  calculated  on  the  basis  of  weight. 

(c)  When  the  apples  are  in  bulk,  per¬ 
centages  shall  be  calculated  on  the  basis 
of  weight. 

CONDITION 

§  51.313  Condition  after  storage  or 
transit.  Decay,  scald,  or  any  other  de¬ 
terioration  which  may  have  developed  on 
apples  after  they  have  been  in  storage  or 
transit  shall  be  considered  as  affecting 
condition  and  not  the  grade. 

SIZE 

§  51.314  Size  requirements.  The  nu¬ 
merical  count  or  the  minimum  diameter 
of  the  apples  packed  in  a  closed  con¬ 
tainer  shall  be  indicated  on  the  container. 

(b)  When  the  numerical  count  is 
marked  on  the  container  the  minimum 
size  of  the  largest  apple  shall  be  not 


more  than  one-fourth  inch  larger  than 
the  minimum  size  of  the  smallest  apple. 

(c)  When  the  numerical  count  is  not 
shown  the  minimum  diameter  shall  be 
plainly  stamped,  stenciled,  or  otherwise 
marked  on  the  container  in  terms  of 
whole  inches,  whole  and  half  inches, 
whole  and  quarter  inches,  or  whole  and 
eighth  inches,  as  2  Vi  inches  minimum, 

2  Vi  inches  minimum,  or  2%  inches  mini¬ 
mum,  in  accordance  with  the  facts.  It 
is  suggested  that  both  minimum  and 
maximum  diameters  be  marked  on  the 
container,  as  2  Vi  to  2%  inches,  or  2  Vi 
to  2%  inches,  as  such  marking  is  espe¬ 
cially  desirable  for  apples  marketed  in 
the  export  trade. 

(d)  The  measurement  for  minimum 
size  shall  be  the  largest  diameter  of  the 
apple  taken  at  right  angles  to  a  line 
from  the  stem  end  to  the  blossom  end. 
The  measurement  for  maximum  size 
shall  be  the  smallest  dimension  of  the 
apple  determined  by  passing  the  apple 
through  a  round  opening. 

(e)  In  order  to  allow  for  variations  in¬ 
cident  to  proper  sizing,  not  more  than  5 
percent  of  the  apples  in  any  lot  may  not 
meet  the  size  requirements:  Provided, 
That,  when  the  maximum  and  minimum 
sizes  are  both  stated,  an  additional  10 
percent  tolerance  shall  be  allowed  for 
apples  which  are  larger  than  the  maxi¬ 
mum  size  stated. 

PACKING  AND  MARKING 

§  51.315  Packing  requirements — (a) 
Representative  face  packing.  Each  pack¬ 
age  shall  be  packed  so  that  the  apples 
on  the  shown  face  shall  be  reasonably 
representative  in  size,  color  and  quality 
of  the  contents  of  the  package. 

(b)  Boxes.  (1)  Apples  packed  in  the 
standard  northwestern  apple  boxes  shall 
be  arranged  in  the  containers  according 
to  the  approved  and  recognized  methods 
with  the  stems  pointing  toward  the  ends 
of  the  boxes,  except  when  jumbled.  All 
packages  shall  be  well  filled  but  not  to 
the  extent  as  to  cause  excessive  or  un¬ 
necessary  bruising  to  the  apples  because 
of  overfilled  packages.  Apples  packed  in 
the  standard  northwestern  apple  boxes 
shall  be  tightly  packed  with  sufficient 
bulge  to  prevent  any  appreciable  move¬ 
ment  of  the  apples  within  the  containers 
when  lidded.  Each  wrapped  apple  shall 
be  completely  enclosed  by  its  individual 
wrapper. 

(2)  Apples  packed  in  other  type  boxes, 
such  as  nailed  wooden  boxes,  wire-bound 
boxes,  and  fibreboard  boxes,  may  be 
place  packed,  jumble  packed  faced,  or 
jumble  packed,  and  all  packs  shall  be 
well  filled. 

(3)  Apples  packed  in  boxes  equipped 
with  cell  compartments  or  molded  trays 
shall  be  of  the  proper  size  for  the  cells 
or  the  molds  in  which  they  are  packed. 

(4)  Apples  packed  in  consumer  unit 
cartons  and  packed  into  shipping  con¬ 
tainers  shall  completely  fill  the  shipping 
container.  • 

(c)  Baskets.  Apples  packed  in  U.  S. 
standard  bushel  baskets,  one  half  bushel 
baskets  and  five-eighths  bushel  baskets 
may  be  ring  faced  and  shall  be  tightly 
packed  with  sufficient  bulge  to  prevent 
any  appreciable  movement  of  the  apples 
within  the  containers  when  lidded. 
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(d)  Tolerances.  In  order  to  allow  for 
variations  incident  to  proper  packing, 
not  more  than  5  percent  of  the  contain¬ 
ers  in  any  lot  may  not  meet  these  re¬ 
quirements. 

§  51.316  Suggestions  for  marking  con¬ 
tainers.  (a)  In  order  to  conserve  space, 
abbreviations  may  be  used  for  marking 
United  States  grade  names  on  contain¬ 
ers.  The  following  abbreviations  are 
suggested  where  it  is  not  desired  to  use 
the  full  grade  name : 

(1)  U.  S.  Ex.  Pcy.  for  U.  S.  Extra 
Fancy. 

(2)  U.  S.  Fey.  for  U.  S.  Fancy. 

(3)  U.  S.  No.  1  for  U.  S.  No.  1. 

(4)  U.  S.  Util,  for  U.  S.  Utility. 

(5)  Combination  grades  may  be  desig¬ 
nated  by  abbreviations  of  the  grades 
preceded  by  the  abbreviation  “Comb.”, 
as  “Comb.  U.  S.  Fey.  U.  S.  No.  1”. 

STANDARDS  FOR  EXPORT 

§  51.317  Standards  for  export,  as  ap¬ 
plied  to  condition  factors,  (a)  The 
apples  in  any  lot  shall  be  generally 
tightly  packed  when  in  baskets,  and  gen¬ 
erally  fairly  tightly  or  tightly  packed 
when  in  boxes. 

(b)  Not  more  than  5  percent  of  the 
apples  in  any  lot  shall  be  further  ad¬ 
vanced  in  maturity  than  firm  ripe. 

(c)  Not  more  than  5  percent  of  the 
apples  in  any  lot  shall  be  damaged  by 
storage  scab. 

(d)  Not  more  than  a  total  of  5  per¬ 
cent  of  the  apples  in  any  lot  shall  be 
damaged  by  bitter  pit,  Jonathan  spot, 
scald,  internal  breakdown,  water  core, 
freezing,  decay,  or  other  such  condition 
factors:  Provided,  That, 

(1)  Not  more  than  2  percent  shall  be 
allowed  for  apples  affected  by  decay; 

(2)  Not  more  than  2  percent  shall  be 
allowed  for  damage  by  internal  break¬ 
down; 

(3)  Not  more  than  2  percent  of  slight 
scald  shall  be  permitted  for  apples  prop¬ 
erly  packed  in  oiled  paper  or  which  have 
been  especially  treated  with  oil  to  pre¬ 
vent  scald;  otherwise,  the  apples  must 
be  free  from  scald. 

(e)  Any  lot  of  apples  shall  be  con¬ 
sidered  as  meeting  the  standards  for 
export  if  the  entire  lot  averages  within 
the  requirements  specified:  Provided, 
That  no  sample  from  the  containers  in 
any  lot  is  found  to  exceed  double  the 
percentages  specified,  except  that  for 
packages  which  contain  10  pounds  or 
less,  individual  packages  in  any  lot  are 
not  restricted  as  to  the  percentage  of  de¬ 
fects  if  the  entire  lot  averages  within  the 
tolerances  specified. 

DEFINITIONS 

§  51.318  Mature.  “Mature”  means 
that  the  apples  have  reached  the  stage 
of  growth  which  will  insure  the  proper 
completion  of  the  ripening  process.  Be¬ 
fore  a  mature  apple  becomes  overripe  it 
will  show  varying  degrees  of  firmness, 
depending  upon  the  stage  of  the  ripening 
process.  The  following  terms  are  used 
for  describing  these  different  stages  of 
firmness  of  apples: 

(a)  “Hard”  means  apples  with  a  tena¬ 
cious  flesh  and  starchy  flavor. 

(b)  “Firm”  means  apples  with  a  tena¬ 
cious  flesh  but  which  are  becoming  crisp 


with  a  slight  starchy  flavor,  except  the 
Delicious  variety. 

(c)  “Firm  ripe”  means  apples  with 
crisp  flesh  except  that  the  flesh  of  the 
apples  of  the  Geno,  Ben  Davis,  and  Rome 
Beauty  varieties  may  be  slightly  mealy. 

•  (d)  “Ripe”  means  apples  with  mealy 
flesh  and  soon  to  become  soft  for  the 
variety. 

§  51.319  Overripe.  “Overripe”  means 
apples  which  are  dead  ripe,  with  flesh 
very  mealy  or  soft,  and  past  commercial 
utility. 

§  51.320  Carefully  hand-picked. 
“Carefully  hand-picked”  means  that  the 
apples  do  not  show  evidence  of  rough 
handling  or  of  having  been  on  the 
ground. 

§  51.321  Clean.  “Clean”  means  that 
the  apples  are  free  from  excessive  dirt, 
dust,  spray  residue  and  other  foreign 
material. 

§  51.322  Well  formed.  “Well  formed” 
means  that  the  apple  has  the  normal 
shape  characteristic  of  the  variety,  ex¬ 
cept  that  the  shape  may  be  slightly 
irregular,  provided,  it  does  not  detract 
from  the  general  appearance  of  the 
apple. 

§  51.323  Injury.  “Injury”  means  any 
defect  which  more  than  slightly  affects 
the  appearance,  or  the  edible  or  shipping 
quality  of  the  apples. 

(a)  Russeting  in  the  stem  cavity  or 
calyx  basin  which  cannot  be  seen  when 
the  apple  is  placed  stem  end  or  calyx 
end  down  on  a  flat  surface,  shall  not  be 
considered  in  determining  whether  or 
not  an  apple  is  injured  by  russeting,  ex¬ 
cept  that  rough  or  bark-like  russeting 
in  the  stem  cavity  or  calyx  basin  shall 
be  considered  as  injury  when  the  ap¬ 
pearance  of  the  apple  is  materially  af¬ 
fected.  The  following  types  and  amounts 
of  russeting  outside  of  the  stem  cavity  or 
calyx  basin,  shall  be  considered  as  injury: 

(1)  Smooth  net-like  russeting,  when 
an  aggregate  area  of  more  than  5  per¬ 
cent  of  the  surface  is  covered,  and  the 
color  of  the  russeting  shows  no  very  pro¬ 
nounced  contrast  with  the  background 
color  of  the  apple,  or  lesser  amounts  of 
more  conspicious  net-like  russeting  when 
the  appearance  is  affected  to  a  greater 
extent  than  the  above  amount  permitted. 

(2)  Smoth,  solid  russeting  which  cov¬ 
ers  an  aggregate  area  of  more  than  one- 
half  inch  in  diameter,  and  the  pattern 
and  color  of  the  russeting  shows  no  very 
pronounced  contrast  with  the  back¬ 
ground  color  of  the  apple,  or  lesser 
amounts  of  more  conspicuous  solid  rus¬ 
seting  when  the  appearance  is  affected 
to  a  greater  extent  than  the  above 
amount  permitted.1 

(3)  Slightly  rough  russeting  which 
covers  an  aggregate  area  of  more  than 
one-fourth  inch  in  diameter.1 

(4)  Rough  russeting,  unless  it  is  well 
within  the  stem  cavity  or  calyx  basin  and 
is  not  readily  apparent. 

(b)  Any  one  of  the  following  defects, 
or  any  combination  thereof,  the  serious¬ 
ness  of  which  exceeds  the  maximum 
allowed  for  any  one  defect,  shall  be  con¬ 
sidered  as  injury: 

‘The  area  refers  to  that  of  a  circle  of  the 
specified  diameter. 


(1)  Sunburn  or  spray  burn,  when  the 
discolored  area  does  not  blend  into  the 
normal  color  of  the  fruit. 

(2)  Dark  brown  or  black  limb  rubs 
which  affect  a  total  area  of  more  than 
one-eighth  inch  in  diameter,  except  that 
light  brown  limb  rubs  of  a  russet  char¬ 
acter  shall  be  considered  under  the  defi¬ 
nition  of  injury  by  russeting.1 

(3)  Hail  marks,  drought  spots  or  other 
similar  depressions  or  scars  where  there 
is  appreciable  discoloration  other  than 
russeting,  or  when  the  indentations  are 
not  superficial,  or  when  an  individual  in¬ 
dentation  exceeds  one-eighth  inch  in  di¬ 
ameter,  or  the  total  affected  area  exceeds 
one-fourth  inch  in  diameter.1 

( 4 )  Stem  or  calyx  cracks  which  are  not 
well  healed,  or  well  healed  stem  or  calyx 
cracks  which  exceed  a  length  of  one- 
eighth  inch. 

(5)  Diseases: 

(i)  Cedar  rust  infection  which  affects 
a  total  area  of  more  than  one-eighth  inch 
in  diameter.1 

(ii)  Sooty  blotch  or  fly  speck  which  is 
thinly  scattered  over  more  than  5  per¬ 
cent  of  the  surface,  or  dark,  heavily  con¬ 
centrated  spots  which  affect  an  area  of 
more  than  one-fourth  inch  in  diameter.1 

(iii)  Red  skin  spots  which  are  thinly 
scattered  over  more  than  one-tenth  of 
the  surface,  or  dark,  heavily  concen¬ 
trated  spots  which  affect  an  area  of  more 
than  one-fourth  inch  in  diameter.1 

,  (6)  Insects: 

(i)  Any  healed  sting  or  healed  stings 
which  affect  a  total  area  of  more  than 
one-eighth  inch  in  diameter  including 
any  encircling  discolored  rings.1 

(ii)  Wormholes. 

§  51.324  Fairly  well  formed.  “Fairly 
well  formed”  means  that  the  apple  may 
be  slightly  abnormal  in  shape  but  not  to 
an  extent  which  detracts  materially  from 
its  appearance. 

§  51.325  Damage.  “Damage”  means 
any  defect  which  materially  affects  the 
appearance,  or  the  edible  or  shipping 
quality  of  the  apples. 

(a)  Russeting  in  the  stem  cavity  or 
calyx  basin  which  cannot  be  seen  when 
the  apple  is  placed  stem  end  or  calyx 
end  down  on  a  flat  surface  shall  not  be 
considered  in  determining  whether  or 
not  an  apple  is  damaged  by  russeting, 
except  that  excessively  rough  or  bark¬ 
like  russeting  in  the  stem  cavity  or  calyx 
basin  shall  be  considered  as  damage 
when  the  appearance  of  the  apple  is  ma¬ 
terially  affected.  The  following  types 
and  amounts  of  russeting  outside  of  the 
stem  cavity  or  calyx  basin,  shall  be  con¬ 
sidered  as  damage: 

(1)  Russeting  which  is  excessively 
rough  on  Roxbury  Russet  and  other 
similar  varieties. 

(2)  Smooth  net-like  russeting,  when 
an  aggregate  area  of  more  than  15  per¬ 
cent  of  the  surface  is  covered,  and  the 
color  of  the  russeting  shows  no  very  pro¬ 
nounced  contrast  with  the  background 
color  of  the  apple,  or  lesser  amounts  of 
more  conspicuous  net-like  russeting 
when  the  appearance  is  affected  to  a 
greater  extent  than  the  above  amount 
permitted. 

(3)  Smooth  solid  russeting,  when  an 
aggregate  area  of  more  than  5  percent  of 
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the  surface  is  covered,  and  the  pattern 
and  color  of  the  russeting  shows  no  very 
pronounced  contrast  with  the  back¬ 
ground  color  of  the  apple,  or  lesser 
amounts  of  more  conspicuous  solid  rus¬ 
seting  when  the  appearance  is  affected 
to  a  greater  extent  than  the  above 
amount  permitted. 

(4)  Slightly  rough  russeting  which 
covers  an  aggregate  area  of  more  than 
one-half  inch  in  diameter.1 

(5)  Rough  russeting  which  exceeds 
one-fourth  inch  in  diameter,  unless  it 
is  well  within  the  stem  cavity  or  calyx 
basin  and  is  not  readily  apparent.1 

(b)  Any  one  of  the  following  defects, 
or  any  combination  thereof,  the  serious¬ 
ness  of  which  exceeds  the  maximum  al¬ 
lowed  for  any  one  defect,  shall  be  con¬ 
sidered  as  damage: 

(1)  Sunburn  or  spray  burn  which  has 
caused  blistering  or  cracking  of  the  skin, 
or  when  the  discolored  area  does  not 
blend  into  the  normal  color  of  the  fruit 
unless  the  injury  can  be  classed  as 
russeting. 

(2)  Limb  rubs  which  affect  a  total  area 
of  more  than  one-half  inch  in  diameter, 
except  that  light  brown  limb  rubs  of  a 
russet  character  shall  be  considered 
under  the  definition  of  damage  by  rus¬ 
seting.1 

(3)  Hail  marks,  drought  spots,  or 
other  similar  depressions  or  scars  which 
are  not  superficial,  or  when  such  injury 
affects  a  total  area  of  more  than  one-half 
inch  in  diameter.1 

(4)  Stem  or  calyx  cracks  which  are 
not  well  healed,  or  well  healed  stem  or 
calyx  cracks  which  exceed  an  aggregate 
length  of  one-fourth  inch. 

(5)  Diseases: 

(i)  Scab  spots  which  affect  a  total  area 
of  more  than  one-fourth  inch  in 
diameter.1 

(ii)  Cedar  rust  infection  which  affects 
a  total  area  of  more  than  one-fourth  inch 
in  diameter.1 

(iii)  Sooty  blotch  or  fly  speck  which 
is  thinly  scattered  over  more  than  one- 
tenth  of  the  surface,  or  dark,  heavily 
concentrated  spots  which  affect  an  area 
of  more  than  one-half  inch  in  diameter.1 

(iv)  Red  skin  spots  which  are  thinly 
scattered  over  more  than  one-tenth  of 
the  surface,  or  dark,  heavily  concen¬ 
trated  spots  which  affect  an  area  of  more 
than  one-half  inch  in  diameter.1 

(6)  Insects: 

(i)  Any  healed  sting  or  healed  stings 
which  affect  a  total  area  of  more  than 
three -sixteenths  inch  in  diameter  in¬ 
cluding  any  encircling  discolored  rings.1 

(ii)  Wormholes. 

§  51.326  Seriously  deformed.  “Seri¬ 
ously  deformed”  means  that  the  apple 
is  so  badly  misshapen  that  its  appearance 
is  seriously  affected. 

§  51.327  Serious  damage.  “Serious 
damage”  means  any  defect  which  seri¬ 
ously  affects  the  ^appearance,  or  the  edi¬ 
ble  or  shipping  quality  of  the  apples. 

(a)  The  following  types  and  amounts 
of  russeting  shall  be  considered  as  seri¬ 
ous  damage: 

1  The  area  refers  to  that  of  a  circle  of 
the  specified  diameter. 
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( 1 )  Smooth  solid  russeting,  when  more 
than  one-half  of  the  surface  in  the  ag¬ 
gregate  is  covered,  including  any  russet¬ 
ing  in  the  stem  cavity  or  calyx  basin 
or  slightly  rough,  or  excessively  rough 
or  bark-like  russeting  which  detracts 
from  the  appearance  of  the  fruit  to  a 
greater  extent  than  the  amount  of 
smooth  solid  russeting  permitted:  Pro¬ 
vided,  That,  any  amount  of  russeting 
shall  be  permitted  on  Roxbury  Russet 
and  other  similar  varieties. 

(b)  Any  one  of  the  following  defects, 
or  any  combination  thereof,  the  serious¬ 
ness  of  which  exceeds  the  maximum  al¬ 
lowed  for  any  one  defect,  shall  be 
considered  as  serious  damage: 

( 1 )  Sunburn  or  spray  burn  which  seri¬ 
ously  detracts  from  the  appearance  of 
the  fruit. 

(2)  Limb  rubs  which  affect  more  than 
one-tenth  of  the  surface  in  the  aggre¬ 
gate. 

(3)  Hail  marks,  drought  spots,  or 
scars,  if  they  materially  deform  or  dis¬ 
figure  the  fruit,  or  if  such  defects  affect 
more  than  one-tenth  of  the  surface  in 
the  aggregate:  Provided,  That,  no  hail 
marks  which  are  unhealed  shall  be  per¬ 
mitted  and  not  more  than  an  aggregate 
area  of  one-half  inch  shall  be  allowed 
for  well-healed  hail  marks  where  the 
skin  has  been  broken.1 

(4)  Stem  or  calyx  cracks  which  are 
not  well  healed,  or  well  healed  stem  or 
calyx  cracks  which  exceed  an  aggregate 
length  of  one-half  inch. 

(5)  Visible  water  core  which  affects 
an  area  of  more  than  one-half  inch  in 
diameter.1 

(6)  Diseases: 

(i)  Scab  spots  which  affect  a  total  area 
of  more  than  three-fourths  inch  in 
diameter.1 

(ii)  Cedar  rust  infection  which  affects 
a  total  area  of  more  than  three-fourths 
inch  in  diameter.1 

(iii)  Sooty  blotch  or  fly  speck  which 
affects  more  than  one-third  of  the 
surface. 

(iv)  Red  skin  spots  which  affect  more 
than  one-third  of  the  surface. 

(v)  Bitter  pit  and  Jonathan  spot 
which  is  thinly  scattered  over  more  than 
one-tenth  of  the  surface  and  does  not 
materially  deform  or  disfigure  the  fruit. 

(7)  Insects: 

(i)  Healed  stings  which  affect  a  total 
area  of  more  than  one-fourth  inch  in 
diameter  including  any  encircling  dis¬ 
colored  rings.1 

(ii)  Wormholes. 

It  is  hereby  found  and  determined  that 
advance  notice  and  public  rule  making 
proceedings  with  respect  to  the  afore¬ 
mentioned  revised  standards  are  imprac¬ 
ticable,  unnecessary,  and  contrary  to  the 
public  interest  because:  (1)  With  two 
exceptions,  such  changes  delete  provi¬ 
sions  which  are  explanatory,  but  which 
do  not  actually  constitute  requirements 
of  the  standards;  and  (2)  the  two  ex¬ 
ceptions  involve  a  mitigation  of  present 
requirements  in  regard  to  containers  of 
10  pounds,  or  less  (i.  e.,  consumer  pack¬ 
ages),  and  remove  the  application  of 
such  standards  to  barrels  of  apples  and, 
to  these  extents,  relieve  from  present 
requirements. 


This  amendment  shall  become  effective 
30  days  after  the  publication  of  this 
document  in  the  Federal  Register. 

Dated :  July  5, 1956. 

[seal]  Frank  E.  Blood, 

Acting  Deputy  Administrator, 
Marketing  Services. 

[P.  R.  Doc.  56-5444;  Piled,  July  9,  1956; 
8:52  a.  m.] 


Chapter  IX — Agricultural  Marketing 

Service  (Marketing  Agreements  and 

Orders),  Department  of  Agriculture 

[Fresh  Pea  Order  1 — 1956] 

Part  910 — Vegetables  Grown  in  Certain 

Designated  Counties  in  Colorado 

LIMITATION  OF  SHIPMENTS 

§  910.324  Fresh  Pea  Order  1—1956 — 
(a)  Findings.  (1)  Pursuant  to  Market¬ 
ing  Agreement  No.  67,  as  amended,  and 
Order  No.  10,  as  amended,  (7  CFR  Part 
910),  regulating  the  handling  of  vege¬ 
tables  grown  in  certain  designated  coun¬ 
ties  in  Colorado,  effective  under  the 
applicable  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (48  Stat.  31,  as  amended;  7 
U.  S.  C.  601  et  seq.),  and  upon  the  basis 
of  the  recommendation  and  information 
submitted  by  the  Pea  Marketing  Com¬ 
mittee,  established  pursuant  to  said  mar¬ 
keting  agreement  and  order,  as  amended, 
and  upon  other  available  information,  it 
is  hereby  found  that  limitation  of  ship¬ 
ments,  as  hereinafter  provided,  will  tend 
to  effectuate  the  declared  policy  of  the 
act. 

(2)  It  is  hereby  found  that  it  is  im¬ 
practicable  and  contrary  to  the  public 
interest  to  give  preliminary  notice,  en¬ 
gage  in  public  rule  making  procedure, 
and  postpone  the  effective  date  of  this 
section  until  30  days  after  publication  in 
the  Federal  Register  (5  U.  S.  C.  1001 
et  seq.)  in  that  (i)  the  time  intervening 
between  the  date  when  information  upon 
which  this  section  is  based  became  avail¬ 
able  and  the  time  when  this  section  must 
become  effective  in  order  to  effectuate 
the  declared  policy  of  the  act  is  in¬ 
sufficient,  (ii)  more  orderly  marketing  in 
the  public  interest,  than  would  otherwise 
prevail,  will  be  promoted  by  regulating 
the  shipment  of  fresh  peas,  in  the  man¬ 
ner  set  forth  in  this  section,  on  and  after 
the  effective  date  of  this  section,  (iii) 
compliance  with  this  section  will  not  re¬ 
quire  any  preparation  on  the  part  of 
handlers  which  cannot  be  completed  by 
the  effective  date,  (iv)  a  reasonable  time 
is  permitted,  under  the  circumstances, 
for  such  preparation,  and  (v)  informa¬ 
tion  regarding  the  committee’s  recom¬ 
mendation  has  been  made  available  to 
producers  and  handlers  in  the  production 
area. 

(b)  Order.  (1)  During  the  period  from 
July  12, 1956,  to  September  15, 1956,  both 
dates  inclusive,  no  handler  shall  handle 
any  fresh  peas  grown  in  Alamosa,  Rio 
Grande,  Conejos,  Costilla,  Mineral,  and 
Saguache  Counties  in  the  State  of  Colo¬ 
rado  unless  such  peas  grade  at  least  U.  S. 
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No.  1  and  are  of  a  minimum  pod  length 
of  three  (3)  inches. 

(2)  The  terms  used  in  this  section 
shall  have  the  same  meaning  as  when 
used  in  the  said  marketing  agreement, 
as  amended,  and  order,  as  amended,  and 
the  grades  and  sizes  used  in  this  section 
shall  have  the  same  meaning  assigned 
to  these  terms  in  the  United  States 
Standards  for  Fresh  Peas  (§§  51.1375  to 
51.1387  of  this  title) ,  including  the  toler¬ 
ances  set  forth  therein. 

(Sec.  5,  49  Stat.  753,  as  amended;  7  U.  S.  C. 
608c) 

Dated:  July  6, 1956. 

[seal!  G.  R.  Grange, 

Acting  Director,  Fruit  and  Veg¬ 
etable  Division,  Agricultural 
Marketing  Service. 

[P.  R.  Doc.  56-5460;  Filed.  July  9,  1956; 
8:58  a.  m.] 


'  [Cauliflower  Order  1 — 1956] 

Part  910 — Vegetables  Grown  in  Certain 

Designated  Counties  in  Colorado 

Limitation  of  shipments 

§  910.325  Cauliflower  Order  1 — 1956— 
(a)  Findings.  (1)  Pursuant  to  Market¬ 
ing  Agreement  No.  67,  as  amended,  and 
Order  No.  10,  as  amended,  (7  CFR  Part 
910),  regulating  the  handling  of  vege¬ 
tables  grown  in  certain  designated 
counties  in  Colorado,  effective  under  the 
applicable  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (48  Stat.  31,  as  amended;  7 
U.  S.  C.  601  et  seq.) ,  and  upon  the  basis 
of  the  recommendation  and  information 
submitted  by  the  Cauliflower  Marketing 
Committee,  established  pursuant  to  said 
marketing  agreement  and  order,  as 
amended,  and  upon  other  available  in¬ 
formation,  it  is  hereby  found  that  the 
limitation  of  shipments,  as  hereinafter 
provided,  will  tend  to  effectuate  the  de¬ 
clared  policy  of  the  act. 

(2)  Pursuant  to  Marketing  Agreement 
No.  67  and  Order  No.  10,  as  amended  (7 
CFR  Part  910),  regulating  the  handling 
of  peas  and  cauliflower  grown  in  certain 
designated  counties  in  Colorado,  effective 
under  the  applicable  provisions  of  the 
Agricultural  Marketing  Agreement  Act  of 
1937,  as  amended  (48  Stat.  31,  as  amend¬ 
ed;  7  U.  S.  C.  601  et  seq.)  and  upon  the 
basis  of  other  available  information,  it 
is  hereby  found  that  (i)  the  average  price 
for  such  cauliflower  to  producers  thereof 
during  the  period  July  12,  1956  to  Octo¬ 
ber  13, 1956,  both  dates  inclusive,  is  likely 
to  be  in  excess  of  the  parity  price  to  pro¬ 
ducers  of  such  cauliflower,  and  (ii)  the 
limitation  of  shipments,  as  hereinafter 
provided,  will  establish  and  maintain 
minimum  standards  of  quality  and  ma¬ 
turity  for  such  cauliflower  as  will  effec¬ 
tuate  such  orderly  marketing  of  such 
cauliflower  as  will  be  in  the  public  in¬ 
terest. 

(3)  It  is  hereby  found  that  it  is  im¬ 
practicable  and  contrary  to  the  public  in¬ 
terest  to  give  preliminary  notice,  engage 
in  public  rule  making  procedure,  and 
postpone  the  effective  date  of  this  section 
until  30  days  after  publication  in  the 
Federal  Register  (5  U.  S.  C.  1001  et  seq.) 


in  that  (i)  the  time  intervening  between 
the  date  when  information  upon  which 
this  section  is  based  became  available 
and  the  time  when  this  section  must  be¬ 
come  effective  in  order  to  effectuate  the 
declared  policy  of  the  act  is  insufficient, 
(ii)  more  orderly  marketing  in  the  pub¬ 
lic  interest,  than  would  otherwise  prevail, 
will  be  promoted  by  regulating  the  ship¬ 
ment  of  cauliflower,  in  the  manner  set 
forth  in  this  section,  on  and  after  the 
effective  date  of  this  section,  (iii)  com¬ 
pliance  with  this  section  will  not  require 
any  preparation  on  the  part  of  handlers 
which  cannot  be  completed  by  the  effec¬ 
tive  date,  (iv)  a  reasonable  time  is  per¬ 
mitted,  under  the  circumstances,  for 
such  preparation,  and  (v)  information 
regarding  the  committee’s  recommenda¬ 
tion  has  been  made  available  to  pro¬ 
ducers  and  handlers  in  the  production 
area. 

(b)  Order.  (1)  During  the  period 
July  12,  1956,  to  October  13,  1956,  both 
dates  inclusive,  no  handler  shall  handle 
cauliflower  grown  in  Alamosa,  Rio 
Grande,  Conejos,  Costilla,  Mineral  and 
Saguache  Counties  in  the  State  of 
Colorado  that  does  not  meet  the  require¬ 
ments  of  the  U.  S.  No.  1,  or  better  grade, 
4  inches  or  larger  diameter. 

(2)  The  terms  used  in  this  section 
shall  have  the  same  meaning  as  when 
used  in  said  marketing  agreement,  as 
amended,  and  order,  as  amended,  and 
the  grades  and  sizes  used  in  this  section 
shall  have  the  same  meaning  assigned 
to  these  terms  in  the  United  States 
Standards  for  Cauliflower  (§§51.541  to 
51.549  of  this  title) ,  including  the  toler¬ 
ances  set  forth  therein. 

(Sec.  5,  49  Stat.  753,  as  amended;  7  U.  S.  C. 
608c) 

Dated:  July  6,  1956. 

[seal]  G.  R.  Grange, 

Acting  Director,  Fruit  and  Vege¬ 
table  Division,  Agricultural 
Marketing  Service. 

[F.  R.  Doc.  56-5461;  Filed.  July  9,  1956; 

8:58  a.  m.] 

TITLE  14— civil  aviation 

Chapter  II — Civil  Aeronautics  Admin¬ 
istration,  Department  of  Commerce 

[Amdt.  25  to  Revision  of  May  10,  1949] 

Part  550 — Federal  Aid  to  Public  Agen¬ 
cies  for  Development  of  Public 

Airports 

PROJECT  COSTS 

This  amendment  clarifies  the  provi¬ 
sion  of  Part  550  which  makes  ineligible 
as  a  project  cost  the  cost  of  resealing 
bituminous  pavements  and  the  cost  of 
replacing  joint  sealing  compounds  in 
rigid  pavements.  This  it  does  by  dis¬ 
tinguishing  between  resealing  work  that 
is  normal  maintenance  and  therefore  in¬ 
eligible,  and  resurfacing,  surface  treat¬ 
ment,  or  resealing  work  that  amounts  to 
reconstruction,  repair  or  replacement, 
which  is  eligible  as  a  project  cost. 

Acting  pursuant  to  the  authority 
vested  in  me  by  the  Federal  Airport  Act, 
I  hereby  amend  Part  550  of  the  Regula¬ 
tions  of  the  Civil  Aeronautics  Adminis¬ 
tration  as  follows: 


Section  550.4  (a>  (9)  is  hereby  amend¬ 
ed  to  read  as  follows: 

§  550.4  Project  costs — (a)  Eligibil¬ 
ity.  *  *  * 

(9)  The  cost  of  resealing  bituminous 
pavements  and  joints  in  rigid  pavements 
when  such  work  is  normal  maintenance 
as  distinguished  from  reconstruction,  re¬ 
pair  or  replacement;  Provided,  That  this 
shall  not  exclude  the  cost  of  (i)  bitu¬ 
minous  resurfacing  of  pavements  where 
such  resurfacing  consists  of  a  minimum 
of  100  lbs.  of  plant-mixed  material  per 
square  yard,  (ii)  the  application  of  a  bi¬ 
tuminous  surface  treatment  (application 
of  bituminous  material  and  cover  ag¬ 
gregate  per  CAA  Specification  P-609)  on 
a  pavement,  the  existing  surface  of  which 
consists  of  such  a  bituminous  surface 
treatment,  or  (iii)  the  resealing  of  a  run¬ 
way  that  has  been  substantially  extended 
or  partially  reconstructed,  where  such 
resealing  is  necessary  to  achieve  uniform 
color  and  appearance  of  the  entire 
runway. 

(Secs.  1-15,  60  Stat.  170-178,  as  amended; 
49  U.  S.  C.  1101-1114) 

This  amendment  shall  become  effec¬ 
tive  upon  publication  in  the  Federal 
Register. 

[seal]  C.  J.  Lowen, 

Administrator  of  Civil  Aeronautics. 

[F.  R.  Doc.  56-5413;  Filed.  July  9,  1956; 

8:45  a.  m.] 


TITLE  15— COMMERCE  AND 
FOREIGN  TRADE 

Chapter  I — Bureau  of  the  Census, 
Department  of  Commerce 

Part  50 — Special  Services  and  Studies 
by  the  Bureau  of  the  Census 

fee  structure  for  housing  data  from 

1950  CENSUS  OF  HOUSING 

In  accordance  with  the  provisions  of 
section  4  (a)  and  (c)  of  the  Administra¬ 
tive  Procedure  Act,  it  has  been  found 
that  notice  and  hearing  on  this  schedule 
of  fees  and  postponement  of  the  effective 
date  thereof  is  impracticable  and  un¬ 
necessary  for  the  reason  that  such  pro¬ 
cedure,  because  of  the  nature  of  the 
rules,  serves  no  useful  purpose. 

In  accordance  writh  the  provisions  of 
the  acts  authorizing  the  Department  of 
Commerce  to  make  special  statistical 
surveys  and  studies,  and  to  perform  other 
specified  services  upon  the  payment  of 
the  cost  thereof,  the  following  fee  struc¬ 
ture  is  hereby  established.  No  tran¬ 
script  of  any  record  will  be  furnished 
under  authority  of  these  acts  which 
would  disclose  data  on  individual  dwell¬ 
ing  units  or  violate  existing  or  future  acts 
requiring  that  information  furnished  be 
held  confidential. 

§  50.20  Fee  structufe  for  housing  data 
from  the  1950  Census  of  Housing.  The 
Bureau  of  the  Census  is  authorized  to 
provide,  for  a  place  or  area,  counts  of  all 
dwelling  units  and  of  all  dwelling  units 
considered  substandard  by  definition  of 
the  Public  Housing  Administration.  (A 
dwelling  unit  is  considered  substandard 
if  it  either  is  dilapidated  or  does  not  have 
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the  following  plumbing  facilities:  hot 
and  cold  running  water,  flush  toilet  and 
bath  inside  the  structure  for  the  unit’s 
exclusive  use.)  Both  counts  will  be  by 


race,  tenure,  and  occupancy.  Figures 
also  are  included  for  units  for  which  the 
condition  and  plumbing  were  not  re¬ 
ported.  The  fee  structure  is  as  follows: 


Size  group  (based  on  1950  census  of  popu¬ 
lation)  : 

For  each  urban  place  (2,500  persons  or 
more) . 

For  places  of  less  than  2,500  persons  and 
areas,  other  than  urban  places,  of  less 
than  10,000  persons. 

For  areas  of  less  than  10,000  persons  with 
urban  places. 

Other _ _ _ 


$10. 

$15  per  1,000  population  or  fraction  thereof. 


$10  for  each  urban  place  and  $15  per  1,000 
population  or  fraction  thereof  for  the  re¬ 
maining  population. 

(l). 


1  An  Individual  estimate  will  be  prepared  for  areas,  other  than  urban  places,  of  10,000 
or  more  persons  and  for  urban  places  or  other  areas  which  have  added  territory  since  1950 
or  for  which  data  are  needed  for  contiguous  areas  outside  their  1950  boundaries. 


(Sec.  3,  49  Stat.  293,  as  amended;  15  U.  S.  C. 
192a.  Interprets  or  applies  sec.  1,  49  Stat. 
292;  15  U.  S.  C.  189a) 

Effective:  June  30, 1956. 

To  obtain  tabulations  of  data,  request 
should  be  made  by  letter  to  the  Director, 
Bureau  of  the  Census,  Washington  25, 
D.  C.,  stating  the  place  or  area  for  which 
the  data  are  desired  and  enclosing  a 
check  or  money  order  based  on  the  fore¬ 
going  table  and  payable  to  Census,  De¬ 
partment  of  Commerce,  or  requesting  an 
estimate  when  appropriate. 

Robert  W.  Burgess, 

Director, 

Bureau  of  the  Census. 

(F.  R.  Doc.  56-5422;  Filed,  July  9,  1956; 
8:47  a.  m-1 


TITLE  21—  FOOD  AND  DRUGS 

Chapter  I — Food  and  Drug  Adminis¬ 
tration,  Department  of  Health,  Edu¬ 
cation,  and  Welfare 

Subchapter  C — Drugs 

Part  146a — Certification  of  Penicillin 
and  Penicillin-Containing  Drugs 

PROCAINE  PENICILLIN  AND  STREPTOMYCIN 
(OR  DIHYDROSTREPTOMYCIN)  IN  OIL 

By  virtue  of  the  authority  vested  in 
the  Secretary  of  Health,  Education,  and 
Welfare  by  the  Federal  Food,  Drug,  and 
Cosmetic  Act  (sec.  507,  59  Stat.  463,  61 
Stat.  11;  21  U.  S.  C.  357)  and  delegated 
to  the  Commissioner  of  Food  and  Drugs 
by  the  Secretary  (20  F.  R.  1996) ,  the  reg¬ 
ulations"  for  the  certification  of  penicillin 
and  penicillin-containing  drugs  (21  CFR 
Part  146a)  are  amended  in  paragraph 
(a)  (2)  of  §  146a.57  Procaine  penicillin 
and  streptomycin  in  oil  *  *  *,  by  insert¬ 
ing  after  the  words  “It  may  contain”  the 
following:  “cortisone  or  a  suitable  deriv¬ 
ative  of  cortisone,”. 

Notice  and  public  procedure  are  not 
necesary  prerequisites  to  the  promulga¬ 
tion  of  this  order,  and  I  so  find,  since  it 
was  drawn  in  collaboration  with  inter¬ 
ested  members  of  the  affected  industry 
and  since  it  would  be  against  public  in¬ 
terest  to  delay  providing  for  the  amend¬ 
ment  set  forth  above. 

Effective  date.  This  order  shall  be¬ 
come  effective  upon  publication  in  the 
Federal  Register,  since  both  the  public 
and  the  affected  industry  will  benefit  by 
the  earliest  effective  date,  and  I  so  find. 


(Sec.  701,  52  Stat.  1055,  as  amended;  21 
U.  S.  C.  371.  Interprets  or  applies  sec.  507, 
59  Stat.  463,  as  amended;  21  U.  S.  C.  357) 

Dated:  July  3,  1956. 

[seal]  Geo.  P.  Larrick, 

Commissioner  of  Food  and  Drugs. 

[F.  R.  Doc.  56-5427;  Filed,  July  9,  1956; 
8:48  a.  m.] 


TITLE  33— NAVIGATION  AND 
NAVIGABLE  WATERS 

Chapter  II — Corps  of  Engineers, 
Department  of  the  Army 

Part  204 — Danger  Zone  Regulations 
MONA  PASSAGE,  PUERTO  RICO 

Pursuant  to  the  provisions  of  section 
7  of  the  River  and  Harbor  Act  of  August 
8,  1917  (40  Stat.  266;  33  U.  S.  C.  1), 
§  204.225  governing  the  use  and  naviga¬ 
tion  of  waters  of  Mona  Passage  in  the 
vicinity  of  Monito  and  Desecheo  Islands, 
Puerto  Rico,  comprising  Air  Force  bomb¬ 
ing  and  gunnery  ranges,  is  hereby 
amended  to  rescind  the  danger  zone  in 
the  vicinity  of  Desecheo  Island  and  to 
retain  the  danger  zone  in  the  vicinity 
of  Monito  Island  with  necessary  changes 
in  the  title  and  regulations,  as  follows: 

§  204.225  Mona  Passage  in  vicinity  of 
Monito  Island,  Puerto  Rico;  aerial  bomb¬ 
ing  range.  United  States  Air  Force, 
Ramey  Air  Force  Base,  Puerto  Rico — (a) 
The  danger  zone.  (1)  All  waters  within 
a  circle  ten  miles  in  diameter  with  its 
center  at  latitude  18°09'42.5",  longitude 
67°57'00",  the  approximate  center  of 
Monito  Island. 

(2)  The  outer  boundary  of  the  dan¬ 
ger  zone  will  not  be  marked,  but  signs 
will  be  posted  at  conspicuous  places  on 
the  shore  of  Monito  Island  to  warn 
against  trespassing  on  the  target  area. 
Aircraft  and  watercraft  will  be  presumed 
to  know  the  location  of  the  danger  zone 
by  its  principal  landmarks,  Monito  Island 
at  the  center  of  the  area  and  Mona 
Island  one-half  mile  off  the  southeast 
edge  of  the  area. 

(b)  The  regulations.  (1)  The  danger 
zone  shall  be  open  to  navigation  at  all 
times  except  when  bombing  practice  is 
being  conducted.  At  such  times  no  ves¬ 
sel  or  other  craft  shall  enter  or  remain 
within  the  area. 

(2)  The  fact  that  aerial  bombing 
practice  is  to  take  place  over  the  desig¬ 


nated  area  will  be  advertised  to  the  pub¬ 
lic  through  the  usual  media  for  the  dis¬ 
semination  of  such  information.  Inas¬ 
much  as  such  practice  is  to  be  carried 
on  throughout  the  year,  without  regard 
to  season,  such  advertising  will  be  re¬ 
peated  at  intervals  not  exceeding  three 
months,  and  at  more  frequent  intervals 
when  in  the  opinion  of  the  Commanding 
Officer  responsible  for  the  use  of  the  area, 
such  frequent  repetition  is  advisable  in 
the  interest  of  public  safety. 

(3)  Prior  to  conducting  each  bombing 
practice  the  entire  danger  zone  will  be 
patrolled  by  aircraft  to  insure  that  no 
watercraft  are  within  the  danger  zone. 
Any  watercraft  found  in  the  vicinity  will 
be  warned  that  bombing  practice  is  about 
to  take  place.  Any  such  watercraft  shall, 
upon  being  so  warned,  leave  the  danger 
zone  immediately  and  shall  not  return 
until  such  practice  shall  have  been  ter¬ 
minated,  and  notification  to  that  effect 
shall  have  been  given  by  the  patrol  air¬ 
craft. 

(4)  The  regulations  in  this  section 
shall  be  enforced  by  the  Commanding 
Officer,  Ramey  Air  Force  Base,  Puerto 
Rico,  and  such  agencies  as  he  may  des¬ 
ignate. 

|  Regs.,  June  25,  1956,  800.2121  (Mona  Pas¬ 
sage,  P.  R.) — ENGWO]  (40  Stat.  266;  33 
U.S.C.  1) 

[seal!  John  A.  Klein, 

Major  General,  U.  S.  Army, 

The  Adjutant  General. 

[F.  R.  Doc.  56-5414;  Filed,  July  9,  1956; 
8:45  a.  m.J 


TITLE  19— CUSTOMS  DUTIES 

Chapter  I — Bureau  of  Customs, 
Department  of  the  Treasury 

[T.  D.  54124J 

Part  10 — Articles  Conditionally  Free, 
Subject  to  a  Reduced  Rate,  etc. 

INTERNATIONAL  CABLES 

In  order  to  set  forth  more  fully  the 
exceptions  from  the  application  of  the 
customs  laws  accorded  to  international 
cables  §  10.41  (f)  of  the  Customs  Regula¬ 
tions  is  amended  by  adding  the  following 
sentence:  “International  cables  laid 
under  the  territorial  waters  of  the 
United  States  but  not  brought  on  shore 
in  the  United  States  shall  be  admitted 
without  entry  or  the  payment  of  duty.” 
(See.  14,  67  Stat.  516;  19  U.  S.  C.  1322) 

[seal]  Ralph  Kelly, 

Commissioner  of  Customs. 

Approved:  July  3, 1956. 

David  W.  Kendall, 

Acting  Secretary  of  the  Treasury. 

[F.  R.  Doc.  56-5432;  Filed,  July  9,  1956; 
8:49  a.  m.) 


TITLE  39— POSTAL  SERVICE 

Chapter  I — Post  Office  Department 

Miscellaneous  Amendments  to  Chapter 

Chapter  I  of  Title  39  of  the  Code  of 
Federal  Regulations  is  amended  in  the 
following  respects: 
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Part  61 — Money  Orders 

In  §  61.2  How  to  buy  an  international 
money  order  amend  the  list  of  countries 
in  paragraph  (e)  by  striking  out  the 
following : 

Tibet 1  (Gyantse,  Pharijong,  and  Yatung) . 

(R.  S.  161,  396,  398,  as  amended,  4028;  sec.  1, 
25  Stat.  654;  5  U.  S.  C.  22,  369,  372,  39  U.  S.  C, 
712) 


Part  100 — Postal  Union  Articles 

a.  In  §  100.1  Services  available  and 
airmail  rates  amend  the  table  of  coun¬ 
tries  in  the  following  respects: 

1.  Delete  the  country  item  Anglo- 
Egyptian  Sudan. 

2.  Insert  in  proper  alphabetical  order 
the  following: 

Sudan . /.25/.10/— /— /.55/x/x/x/  V/*/ 

b.  In  §  100.2  Index  of  countries  make 
the  following  changes: 

1.  Amend  the  country  item  Anglo- 
Egyptian  Sudan  to  read  as  follows: 
“Anglo-Egyptian  Sudan  (see  Sudan)”. 

2.  Change  ‘‘Sudan  (Anglo-Egyptian)” 
to  “Sudan”. 

(R.  S.  161,  396,  398,  as  amended;  5  U.  S.  C. 
22, 369, 372) 


Part  104 — Printed  Matter 

a.  In  §  104.3  Weight  limit  make  the 
following  changes: 

1.  Amend  paragraph  (b)  (2)  by  strik¬ 
ing  out  the  following  countries:  Chile, 
Dominican  Republic,  Mexico,  Venezuela. 

2.  Amend  paragraph  (b)  (4)  (21  P.  R. 
1834) ,  to  read  as  follows: 

(4)  To  Chile,  Colombia,  Costa  Rica, 
Cuba,  Dominican  Republic,  Guatemala, 
Haiti,  Mexico,  Nicaragua,  Panama,  El 
Salvador,  and  Venezuela  the  weight  limit 
is  33  pounds. 

b.  In  §  104.4  Dimensions  amend  para¬ 
graph  (b)  to  read  as  follows: 

(b)  Minimum  dimensions.  Envelopes 
or  cards  must  measure  not  less  than  4 
inches  in  length  and  2%  inches  in  width. 

(R.  S.  161,  396,  398,  as  amended;  5  U.  S.  C. 
22, 369,  372) 


Part  110 — Rates  and  Shipping 
Requirements 

In  §  110.1  Rates  and  shipping  re¬ 
quirements  make  the  following  changes: 

1.  In  the  table  of  countries  strike  out 
the  country  item  Anglo-Egyptian  Sudan. 

2.  In  the  table  of  countries  amend  the 
country  item  British  Cameroons  by  de¬ 
leting  the  reference  to  footnote  31. 

3.  Under  “Gold  Coast  Colony”  change 
the  surface  parcel  post  rate  for  the  first 
pound  from  0.45  to  0.53. 

4.  Insert  a  footnote  number  23  after 
Morocco,  Tangier  (International  Zone). 

5.  Opposite  “Nigeria”  and  under 
“Weight  limit  (pounds)”  strike  out  the 
numbers  17 11,  22  and  insert  in  lieu 
thereof  22. 

6.  Amend  the  country  item  “Saudi 
Arabia”  by  adding  thereto  a  footnote  31. 

7.  Amend  the  country  item  “South¬ 
west  Africa"  by  changing  the  surface 


parcel  post  rate  applicable  thereto  from 
0.57  for  the  first  pound  and  0.34  for  each 
additional  pound  to  0.59  for  the  first 
pound  and  0.36  for  each  additional 
pound. 


8.  Opposite  "Spain”  and  under  Insur¬ 
ance  convert  “N”  to  “*Y”. 

9.  Insert  in  the  table  of  countries,  in 
proper  alphabetical  order,  the  following 
country  item: 


Sudan . /  .91  /  .22  / _ /___/  22  /  *°3y2/  6/0/Y-3/2/1/1/N/N/ 


10.  Amend  the  country  item  “Union 
of  South  Africa”  by  changing  the  sur¬ 
face  parcel  post  rates  applicable  thereto 
from  0.47  for  the  first  pound  and  0.24  for 
each  additional  pound  to  0.48  for  the 
first  pound  and  0.25  for  each  additional 
pound. 

11.  In  the  footnotes,  make  the  follow¬ 
ing  changes: 

a.  Delete  footnote  17. 

b.  Insert  footnote  23,  to  read  as 
follows: 

13  For  rates  and  conditions  to  Spanish  Post 
Office  in  the  International  Zone  of  Tangier 
see  item  Spain. 

c.  Amend  footnote  26  to  read  as 
follows: 


“For  Spain,  Balearic  Islands,  Canary  Is¬ 
lands,  Spanish  offices  in  Northern  Africa,  and 
the  Spanish  Post  Office  in  the  International 
Zone  of  Tangier. 

d.  Amend  footnote  31  to  read  as  fol¬ 


lows: 

»  A1  Gaba. 
A1  Llth. 

A1  Wejh. 

Daha. 

Dammam. 

Dhahran. 

Hassa. 

Jiddah. 

Jizam. 

Katif. 


Khobar. 

Mecca. 

Medina. 

Qunfidha. 

Rabigh. 

Rastanurra. 

Rlvadh. 

Umm  LeJ. 

Yenbo. 


e.  Amend  footnote  39  to  read 


lows: 

39  Spain: 

Regular _ $0.  70 

Balearic  Island  and  Span¬ 
ish  offices  in  North  Africa 
and  in  international 

zone  of  Tangier _  .78 

Canary  Islands _ _  .  83 


as  fol- 

$0.23 


.23 

.24 


(R.  S.  161,  396,  398,  as  amended;  5  U.  S.  C.  22, 
369,  372) 


Part  152 — Indemnity  Payments 

In  §  152.1  Registered  postal  union  arti¬ 
cles  amend  paragraph  (c)  to  read  as 
follows: 

(c)  Great  Britain  and  northern  Ire¬ 
land  and  Switzerland.  You  may  be  paid 
any  amount  claimed  not  exceeding  $3.17 
for  loss  (contents  and  wrapper) ,  regard¬ 
less  of  value,  and,  on  the  basis  of  actual 
value,  irrespective  of  country  or  origin 
or  country  responsible,  for  rifling  or  total 
damage  of  an  article  in  a  registered 
packet,  but  not  exceeding  $3.17.  If 
United  States  responsibility,  payment 
may  also  be  made  not  exceeding  $8.17 
for  partial  damage. 

(R.  S.  161,  396,  398,  as  amended;  5  U.  S.  C.  22, 
369,  372) 


Part  161 — Customs  Treatment 

a.  In  §  161.2  Delivery  and  collection 
of  duty  redesignate  paragraphs  (b)  and 
(c)  and  paragraphs  (c)  and  (d),  respec¬ 


tively;  and  insert  new  paragraph  (b),  to 
read  as  follows: 

(b)  Receipts  for  duty  paid.  You  must 
sign  the  original  customs  mail  entry 
form,  as  well  as  the  required  receipt  for 
registered  and  insured  mail  where  ap¬ 
plicable.  The  delivering  postal  em¬ 
ployee  will  sign  the  duplicate  mail  entry 
and  give  it  to  you  as  a  receipt. 

b.  In  §  161.3  Payment  of  duty  pro¬ 
tested  amend  paragraph  (c)  to  read  as 
follows : 

(c)  Unaccompanied  articles.  (1)  Re¬ 
turning  residents  of  the  United  States 
frequently  mail  to  themselves  or  arrange 
for  the  mailing  of  personal  effects  and/or 
merchandise  acquired  abroad.  These 
articles  are  entered  on  the  customs  bag¬ 
gage  declaration  as  unaccompanied  arti¬ 
cles  or  articles  to  follow. 

(2)  The  customs  officer  who  processes 
you  at  the  port  of  arrival  in  the  United 
States  will  furnish  you  with  one  copy  of 
Customs  Form  6059-C  for  each  shipment 
to  follow,  on  which  will  be  noted  the 
pertinent  information  regarding  port  of 
arrival,  date  of  arrival,  name  of  vessel 
and  baggage  declaration  number,  and  he 
will  advise  you  how  to  complete  the  form 
and  use  it  in  accordance  with  the  printed 
instructions  on  the  reverse  of  the  form. 
In  other  instances  you  may  prepare  your 
baggage  declaration  in  duplicate  and 
the  duplicate  copy  will  be  certified  by  the 
customs  officer  and  returned  to  you  for 
use  in  clearing  the  goods. 

(3)  If  your  parcel  is  offered  for  de¬ 
livery  assessed  with  duty  or  internal 
revenue  tax,  the  postmaster  is  authorized 
to  deliver  it  free  of  duty  or  tax  under  one 
of  the  following  conditions: 

(i)  You  must  submit  a  completed 
declaration  on  Customs  Form  6059-C  on 
which  the  description  and  value  of  the 
articles  listed  and  your  name  and  address 
agree  with  the  information  shown  on  the 
customs  mail  entry  form  accompanying 
the  parcel.  If  Form  6059-C  is  signed  by 
someone  other  than  yourself  your  name 
must  appear  in  the  body  of  the  form. 

(ii)  You  must  submit  your  duplicate 
certified  baggage  declaration  which 
identifies  the  articles  involved  with  those 
listed  on  the  customs  mail  entry  accom¬ 
panying  the  parcel.  Also,  you  must  state 
in  writing  that  the  articles  in  the  parcel 
are  listed  on  the  declaration  and  are  en¬ 
titled  to  free  entry  under  your  $200  or 
$300  personal  exemption,  and  that  you 
will  pay  promptly  on  demand  any  duties 
or  taxes  which  may  be  found  to  be  due. 

(4)  Customs  Form  6059-C,  or  the 
duplicate  certified  baggage  declaration, 
as  the  case  may  be,  will  be  retained  by  the 
postmaster  and  transmitted  with  the 
mail  entry  and  the  addressee’s  written 
statement,  if  any,  to  the  collector  of  cus¬ 
toms  who  assessed  the  duty. 

(5)  If  you  are  unable  to  produce  Cus¬ 
toms  Form  6059-C  or  the  duplicate  cer- 
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tified  baggage,  declaration,  or  if  there  is 
a  discrepancy  between  the  information 
on  those  forms  and  the  customs  mail 
entry,  the  postmaster  will  not  deliver  the 
parcel  immediately  without  collection  of 
duty.  The  postmaster  will  refer  the 
matter  to  the  collector  of  customs  who 
assessed  the  duty  for  decision  as  to 
whether  or  not  the  parcel  is  entitled  to 
free  entry.  In  the  absence  of  Customs 
Form  6059-C  or  the  duplicate  certified 
baggage  declaration,  submit  to  the  post¬ 
master  a  written  statement  as  to  the 
date  and  port  through  which  you  re¬ 
entered  the  country,  the  name  of  the 
ship  or  the  name  of  the  airline  and  flight 
number,  and  the  number  borne  by  the 
baggage  declaration  filed  at  the  time  of 
your  arrival,  if  possible.  The  parcel 
will  then  be  held  awaiting  the  decision 
of  the  collector  of  customs,  unless  you 
elect  to  follow  the  procedure  set  forth 
in  paragraph  (b)  of  this  section. 

(R.  S.  161,  396,  as  amended;  sec.  498,  46  Stat. 
728,  59  Stat.  669,  5  U.  S.  C.  22,  369,  19  U.  S.  C. 
1498,  22  U.  S.  C.  288— 288f) 


Part  172 — Commerce  Department  Regu¬ 
lations  (Commodities  and  Technical 
Data) 

a.  In  §  172.2  General  licenses  make  ttfe 
following  changes: 

1.  Amend  paragraph  (b)  to  read  as 
follows: 

(b)  Restricted  destinations.  The 
Commerce  Department  imposes  partic¬ 
ular  restrictions  on  exports  to  Hong 
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Kong,  Macao,  and  the  following  Soviet 
bloc  countries:  Albania,  Bulgaria,  China 
(mainland  including  Manchuria) , 
Czechoslovakia,  Estonia,  Germany  (So¬ 
viet  Zone  including  Soviet  sector  of  Ber¬ 
lin),  Hungary,  Laos  (Communist-con¬ 
trolled  areas) ,  Latvia,  Lithuania,  Poland, 
Rumania,  Tibet,  U.  S.  S.  R.,  and  Viet- 
Nam  (Communist-controlled  areas). 
Packages  for  those  countries  may  not 
bear  any  general-license  symbol  other 
than  GIFT  (not  permitted  to  mainland 
China) ;  GUS,  G-Pub;  GTDP;  GHK  and 
GHS  (for  Hong  Kong) ,  or  GLSA  (for  the 
destinations  named  in  paragraph  (g)  of 
this  section) . 

2.  Redesignate  paragraph  (g)  as  para¬ 
graph  (h),  and  insert  new  paragraph 
(g),  to  read  as  follows: 

(g)  General  license  GLSA.  You  may 
use  this  license  for  mailing  commercial 
shipments  of  certain  commodities  to 
Albania,  Bulgaria,  Czechosolvakia,  Es¬ 
tonia,  Germany  (Soviet  Zone  including 
Soviet  sector  of  Berlin),  Hungary,  Lat¬ 
via,  Lithuania,  Foland,  Rumania,  and 
the  U.  S.  S.  R.  except  the  Maritime 
Province  which  comprises  the  Pacific 
Coastal  region  of  Siberia  from  the 
Bering  Strait  to  and  including  Vladi¬ 
vostok. 

b.  In  §  172.3  Validated  licenses  amend 
paragraph  (d)  to  read  as  follows: 

(d)  Technical  data  ( TD )  licenses. 
Licenses  issued  by  the  Bureau  of  Foreign 
Commerce  for  exportations  of  technical 
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data  are  similar  in  form  to  the  usual 
type  of  validated  license,  but  are  handled 
somewhat  differently.  No  shipper’s  ex¬ 
port  declaration  i§  required,  except  for 
partial  shipments. 

(R.  S.  161,  396,  398,  as  amended;  5  U.  S.  C.  22, 
369,372) 

[seal]  Abe  McGregor  Goff, 

The  Solicitor. 

[P.  R.  Doc.  56-5424;  Piled,  July  9,  1956; 
8:47  a.  m.] 


TITLE  46— -SHIPPING 

Chapter  II — Federal  Maritime  Board, 
Maritime  Administration,  Depart¬ 
ment  of  Commerce 

Subchapter  G — Emergency  Operations 
[Gen.  Order  75,  Amdt.  6] 

Part  308 — War  Risk  Insurance 

WAR  RISK  INSURANCE  CLEARING  AGENCY 
AGREEMENT  FOR  CARGO;  CORRECTION 

In  F.  R.  Doc.  56-3182,  appearing  in  the 
issue  for  Tuesday,  April  24, 1956,  at  page 
2622,  §  308.551  War  risk  insurance  clear - 
ing  agency  agreement  for  cargo  should 
read  §  308.552. 

Dated:  July  3,  1956. 

[seal]  A.  J.  Williams, 

Secretary. 

[P.  R.  Doc.  56-5426;  Filed,  July  9,  1956; 
8:48  a.  m.] 


PROPOSED  RULE  MAKING 


DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 

[  26  CFR  (1954)  Part  1  ] 

Income  Tax;  Taxable  Years  Beginning 
After  Dec.  31, 1953 

ITEMIZED  DEDUCTIONS  FOR  INDIVIDUALS  AND 
CORPORATIONS 

Notice  is  hereby  given,  pursuant  to  the 
Administrative  Procedure  Act,  approved 
June  11,  1946,  that  the  regulations  set 
forth  below  in  tentative  form  are  pro¬ 
posed  to  be  prescribed  by  the  Commis¬ 
sioner  of  Internal  Revenue,  with  the  ap¬ 
proval  of  the  Secretary  of  the  Treasury 
or  his  delegate.  Prior  to  the  final  adop¬ 
tion  of  such  regulations,  consideration 
will  be  given  to  any  data,  views,  or  argu¬ 
ments  pertaining  thereto  which  are  sub¬ 
mitted  in  writing,  in  duplicate,  to  the 
Commissioner  of  Internal  Revenue,  At¬ 
tention  T:  P,  Washington  25,  D.  C., 
within  the  period  of  30  days  from  the 
date  of  publication  of  this  notice  in  the 
Federal  Register.  The  proposed  regula¬ 
tions  are  to  be  issued  under  the  authority 
contained  in  section  7805  of  the  Internal 
Revenue  Code  of  1954  (68A  Stat.  917;  26 
U.  S.  C.  7805). 

[seal]  Russell  C.  Harrington, 

•  Commissioner  of  Internal  Revenue. 


The  following  regulations  are  hereby 
prescribed  under  sections  161,  162,  168, 
and  169  of  the  Internal  Revenue  Code 
of  1954: 

Itemized  Deductions  for  Individuals  and 
Corporations 

§  1.161  Statutory  provisions;  allow¬ 
ance  of  deductions. 

Sec.  161.  Allowance  of  deductions.  In  com¬ 
puting  taxable  income  under  section  63  (a), 
there  shall  be  allowed  as  deductions  the  items 
specified  in  this  part,  subject  to  the  excep¬ 
tions  provided  in  part  IX  (sec.  261  and  fol¬ 
lowing,  relating  to  items  not  deductible). 

§  1.161-1  Allowance  of  deductions. 
Section  161  provides  for  the  allowance  as 
deductions,  in  computing  taxable  income 
under  section  63  (a)  of  the  items  spec¬ 
ified  in  Part  VI  of  subchapter  B  of  chap¬ 
ter  1  (sections  161-175),  subject  to  the 
exceptions  provided  in  part  IX  (sections 
261-273,  relating  to  items  not  deducti¬ 
ble).  Double  deductions  are  not  per¬ 
mitted.  Amounts  deducted  under  one 
provision  of  the  Internal  Revenue  Code 
of  1954  cannot  again  be  deducted  under 
any  other  provision  thereof.  See  also 
section  7852  (c),  relating  to  the  taking 
into  account,  both  in  computing  a  tax 
under  subtitle  A  and  a  tax  under  chapter 
1  or  2  of  the  Internal  Revenue  Code  of 
1939,  of  the  same  item  of  deduction. 


§  1.162  Statutory  provisions;  trade  or 
business  expenses. 

Sec.  162.  Trade  or  business  expenses — (a) 
In  general.  There  shaU  be  allowed  as  a  de¬ 
duction  all  the  ordinary  and  necessary  ex¬ 
penses  paid  or  incurred  during  the  taxable 
year  in  carrying  on  any  trade  or  business, 
including — 

(1)  A  reasonable  allowance  for  salaries  or 
other  compensation  for  personal  services  ac¬ 
tually  rendered; 

(2)  Traveling  expenses  (including  the 
entire  amount  expended  for  meals  and  lodg¬ 
ing)  while  away  from  home  in  the  pursuit 
of  a  trade  or  businwess;  and 

(3)  Rentals  or  other  payments  required 
to  be  made  as  a  condition  to  the  continued 
use  or  possession,  for  purposes  of  the  trade 
or  business,  of  property  to  which  the  tax¬ 
payer  has  not  taken  or  is  not  taking  title 
or  in  which  he  has  no  equity. 

For  purposes  of  the  preceding  sentence,  the' 
place  of  residence  of  a  Member  of  Congress 
(including  any  Delegate  and  Resident  Com¬ 
missioner)  within  the  State,  congressional 
district,  Territory,  or  possession  which  he 
represents  in  Congress  shall  be  considered 
his  home,  but  amounts  expended  by  such 
Members  within  each  taxable  year  for  living 
expenses  shaU  not  be  deductible  for  Income 
tax  purposes  in  excess  of  $3,000. 

(b)  Charitable  contributions  and  gifts  ex¬ 
cepted.  No  deduction  shall  be  allowed*  under 
subsection  (a)  for  any  contribution  or  gift 
which  would  be  allowable  as  a  deduction 
under  section  170  were  it  not  for  the  per¬ 
centage  limitations,  or  the  requirements  as 
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to  the  time  of  payment,  set  forth  in  such 
section. 

(c)  Cross  reference.  For  special  rule  re¬ 
lating  to  expenses  in  connection  with  sub¬ 
dividing  real  property  for  sale,  see  section 
1237. 

§1.162-1  Business  expenses,  (a)  Bus¬ 
iness  expenses  deductible  from  gross  in¬ 
come  include  the  ordinary  and  necessary 
expenditures  directly  connected  with  or 
pertaining  to  the  taxpayer’s  trade  or  bus¬ 
iness,  except  items  which  are  used  as 
the  basis  for  a  deduction  or  a  credit 
under  provisions  of  law  other  than  sec¬ 
tion  162.  The  cost  of  goods  purchased 
for  resale,  with  proper  adjustment  for 
opening  and  closing  inventories,  is  de¬ 
ducted  from  gross  sales  in  computing 
gross  income.  See  §  1.61  (a) -5.  Among 
the  items  included  in  business  expenses 
are  management  expenses,  commissions 
(but  see  section  263  and  the  regulations 
thereunder),  labor,  supplies,  incidental 
repairs,  operating  expenses  of  automo¬ 
biles  used  in  the  trade  or  business,  trav¬ 
eling  expenses  while  away  from  home 
solely  in  the  pursuit  of  a  trade  or  busi¬ 
ness  (see  §1.162-2),  advertising  and 
other  selling  expenses,  together  with  in¬ 
surance  premiums  against  fire,  storm, 
theft,  accident,  or  other  similar  losses 
in  the  case  of  a  business,  and  rental  for 
the  use  of  business  property.  No  such 
item  shall  be  included  in  business  ex¬ 
penses,  however,  to  the  extent  that  it  is 
used  by  the  taxpayer  in  computing  the 
cost  of  property  included  in  its  inventory 
or  used  in  determining  the  gain  or  loss 
basis  of  its  plant,  equipment,  or  other 
property.  Penalty  payments  with  re¬ 
spect  to  Federal  taxes,  whether  on  ac¬ 
count  of  negligence,  delinquency,  or 
fraud,  are  not  deductible  from  gross  in¬ 
come.  The  full  amount  of  the  allowably 
deduction  for  ordinary  and  necessary  ex¬ 
penses  in  carrying  on  a  business  is  never¬ 
theless  deductible,  even  though  such 
expenses  exceed  the  gross  income  derived 
during  the  taxable  year  from  such  busi¬ 
ness.  In  the  case  of  any  sports  program 
to  which  section  114  (relating  to  sports 
programs  conducted  for  the  American 
National  Red  Cross)  applies,  expenses 
described  in  section  114  (a)  (2)  shall  be 
allowable  as  deductions  under  section  162 
(a)  only  to  the  extent  that  such  expenses 
exceed  the  amount  excluded  from  gross 
income  under  section  114  (a). 

(b)  Cross  references.  (1)  For  chari¬ 
table  contributions  by  individuals  and 
corporations  not  deductible  under  section 
162,  see  §  1.162-15. 

(2)  For  items  not  deductible,  see  sec¬ 
tions  261-273,  inclusive,  and  regulations 
thereunder. 

(3 )  For  research  and  experimental  ex¬ 
penditures,  see  section  174  and  regula¬ 
tions  thereunder. 

(4)  For  soil  and  water  conservation 
expenditures,  see  section  175  and  reg¬ 
ulations  thereunder. 

(5)  For  expenditures  attributable  to 
grant  or  loan  by  United  States  for  en¬ 
couragement  of  exploration  for,  or  de¬ 
velopment  or  mining  of,  critical  and  stra¬ 
tegic  minerals  or  metals,  see  section  621 
and  regulations  thereunder. 

§  1.162-2  Traveling  expenses,  (a) 
Traveling  expenses,  as  ordinarily  under¬ 
stood,  include  travel  fares,  meals  and 


lodging,  and  expenses  incident  to  travel 
such  as  expenses  for  sample  rooms,  tele¬ 
phone  and  telegraph,  public  stenog¬ 
raphers,  etc.  If  the  trip  is  undertaken 
for  other  than  business  purposes,  the 
travel  fares  and  expenses  incident  to 
travel  are  personal  expenses  and  the 
meals  and  lodging  are  living  expenses. 
If  the  trip  is  solely  on  business,  the  rea¬ 
sonable  and  necessary  traveling  ex¬ 
penses,  including  travel  fares,  meals  and 
lodging,  and  expenses  incident  to  travel, 
are  business  expenses.  For  the  allow¬ 
ance  of  traveling  expenses  as  deductions 
in  determining  adjusted  gross  income, 
see  section  62  (2)  (B)  and  the  regulations 
thereunder. 

(b)  If,  then,  an  individual,  whose  bus¬ 
iness  requires  him  to  travel,  receives  a 
salary  as  full  compensation  for  his  serv¬ 
ices,  without  reimbursement  for  traveling 
expenses,  or  is  employed  on  a  commission 
basis  with  no  expense  allowance,  his 
traveling  expenses,  including  the  entire 
amount  expended  for  meals  and  lodging, 
are  deductible  from  gross  income. 

(c)  If  an  individual  receives  a  salary 
and  is  also  paid  his  actual  traveling  ex¬ 
penses,  he  shall  include  in  gross  income 
the  amount  so  repaid  and  may  deduct 
such  expenses. 

(d)  If  an  individual  receives  a  salary 
and  also  an  allowance  for  meals  and 
lodging,  as,  for  example,  a  per  diem  al¬ 
lowance  in  lieu  of  subsistence,  the 
amount  of  the  allowance  should  be  in¬ 
cluded  in  gross  income  and  the  cost  of 
such  meals  and  lodging  may  be  deducted 
therefrom. 

(e)  Only  such  traveling  expenses  as 
are  reasonable  and  necessary  in  the  con¬ 
duct  of  the  business  and  directly  attrib¬ 
utable  to  it  may  be  deducted. 

(f)  (1)  Expenses  paid  or  incurred  by 
a  taxpayer  in  attending  a  convention  or 
other  business  meeting  may  constitute 
an  ordinary  and  necessary  business  ex¬ 
pense  under  section  162  depending  upon 
the  facts  and  circumstances  of  each 
case.  No  distinction  will  be  made  be¬ 
tween  professional,  self-employed,  per¬ 
sons  and  employees.  The  fact  that  an 
employee  uses  vacation  or  leave  time  or 
that  his  attendance  at  the  convention  is 
■voluntary  will  not  necessarily  prohibit 
the  allowance  of  the  deduction.  The  al¬ 
lowance  of  deductions  for  such  expenses 
will  depend  upon  whether  there  is  a 
sufficient  relationship  between  the  tax¬ 
payer’s  trade  or  business  and  his  attend¬ 
ance  at  the  convention  or  other  business 
meeting  that  he  is  benefiting  or  advanc¬ 
ing  the  interests  of  his  trade  or  business 
by  such  attendance.  If  the  convention  is 
not  devoted  to  matters  related  to  the 
trade  or  business  of  the  taxpayer,  but  is 
for  political,  social  or  other  personal  pur¬ 
poses,  the  expenses  are  not  deductible. 

(2)  Where  a  taxpayer  attends  a  con¬ 
vention  or  other  business  meeting  and,  as 
an  incident  of  such  trip,  engages  in  some 
personal  activity  such  as  sightseeing, 
social  visiting  or  entertaining,  that  part 
of  the  total  expense  of  the  trip  which  is 
directly  attributable  to  the  taxpayer’s 
trade  or  business  will  be  deductible  not¬ 
withstanding  the  incidental  personal 
activity.  That  part  of  the  total  expense 
which  is  properly  allocable  to  such  inci¬ 
dental  personal  activities  will  be  non¬ 
deductible  personal  or  living  expenses. 


Where  the  purposes  of  a  trip  are  pri¬ 
marily  personal,  the  entire  expense  in¬ 
volved  will  be  nondeductible  personal  or 
living  expenses  notwithstanding  that  the 
taxpayer  engages  or  participates  in  some 
incidental  activity  related  to  his  trade 
or  business. 

(3)  Where  a  taxpayer’s  wife  accom¬ 
panies  him  on  a  business  trip,  these  ex¬ 
penses  attributable  to  her  travel  are  not 
deductible  unless  it  can  be  adequately 
shown  that  the  wife’s  presence  on  the 
trip  has  a  bona  fide  business  purpose. 
The  wife’s  performance  of  some  inciden¬ 
tal  service  does  not  cause  her  expenses 
to  qualify  as  deductible  business  ex¬ 
penses..  The  same  rules  apply  to  any 
other  members  of  the  taxpayer’s  family 
who  accompany  him  on  such  a  trip. 

(g)  A  taxpayer  claiming  the  deduc¬ 
tions  for  traveling  expenses  referred  to 
in  this  section  must  attach  to  his  income 
tax  return  a  statement  showing  (1)  the 
natuxe  of  the  business  in  which  engaged ; 
(2)  the  number  of  days  away  from  home 
during  the  taxable  year  on  account  of 
business;  (3)  the  total  amount  of  ex¬ 
penses  incident  to  meals  and  lodging 
while  absent  from  home  on  business  dur¬ 
ing  the  taxable  year;  and  (4)  the  total 
amount  of  other  expenses  incident  to 
travel  and  claimed  as  a  deduction. 

(h)  Claim  for  the  deductions  referred 
to  in  this  section  must  be  substantiated 
when  required  by  the  district  director, 
by  evidence  showing  in  detail  the  amount 
and  nature  of  the  expenses  incurred. 

(i)  Commuters’  fares  are  not  consid¬ 
ered  as  business  expenses  and  aie  not 
deductible. 

§  1.162-3  Cost  of  materials.  Taxpay¬ 
ers  carrying  materials  and  supplies  on 
hand  should  include  in  expenses  the 
charges  for  materials  and  supplies  only 
in  the  amount  that  they  are  actually 
consumed  and  used  in  operation  during 
the  taxable  year  for  which  the  return 
is  made,  provided  that  the  costs  of  such 
materials  and  supplies  have  not  been 
deducted  in  determining  the  net  income 
or  loss  or  taxable  income  for  any  previ¬ 
ous  year  If  a  taxpayer  carries  incidental 
materials  or  supplies  on  hand  for  which 
no  record  of  consumption  is  kept  or  of 
which  physical  inventories  at  the  begin¬ 
ning  and  end  of  the  year  are  not  taken, 
it  will  be  pennissible  for  the  taxpayer 
to  include  in  his  expenses  and  to  deduct 
from  gross  income  the  total  cost  of  such 
supplies  and  materials  as  were  purchased 
during  the  taxable  year  for  which  the 
return  is  made,  provided  the  taxable  in¬ 
come  is  clearly  reflected  by  this  method. 

§  1.162-4  Repairs.  The  cost  of  inci¬ 
dental  repairs  which  neither  materially 
add  to  the  value  of  the  property  nor 
appreciably  prolong  its  life,  but  keep  it  in 
an  ordinarily  efficient  operating  condi¬ 
tion,  may  be  deducted  as  an  expense, 
provided  the  cost  of  acquisition  or  pro¬ 
duction  or  the  gain  or  loss  basis  of  the 
taxpayer’s  plant,  equipment,  or  other 
property,  as  the  case  may  be,  is  not  in¬ 
creased  by  the  amount  of  such  expendi¬ 
tures.  Repairs  in  the  nature  of  replace¬ 
ments,  to  the  extent  that  they  arrest 
deterioration  and  appreciably  prolong 
the  life  of  the  property,  should  be  cap¬ 
italized  and  depreciated  in  accordance 
with  section  167.  The  assets  replaced 
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should  be  removed  from  the  asset 
account. 

§  1.162-5  Expenses  for  education. 

(a)  (1)  In  general,  a  taxpayer’s  expend¬ 
itures  for  his  education  are  personal  and 
are  not  deductible. 

(2)  Expenditures  for  education  which 
are  made  primarily  for  the  purpose  of,  or 
which  have  the  result  of,  obtaining  a 
position  for  the  taxpayer;  qualifying  him 
to  enter  an  employment  or  otherwise  be¬ 
come  established  in  a  trade  or  business 
or  a  specialty  therein;  establishing  or 
enhancing  substantially  his  reputation  in 
his  trade  or  business;  substantially  ad¬ 
vancing  him  in  earning  capacity,  salary, 
status,  or  position;  or  primarily  fulfill¬ 
ing  the  general  cultural  aspirations  or 
other  personal  purposes  of  the  taxpayer 
are  personal  expenditures  and  are  not 
deductible. 

(b)  As  an  exception  to  the  general  rule 
in  paragraph  (a)  (1),  expenditures  by  a 
taxpayer  for  his  education  are  deductible 
under  section  162  if — 

( 1 )  The  expenditures  are  ordinary  and 
necessary  for  the  maintenance  of  the 
taxpayer’s  employment  or  other  trade  or 
business  or  specialty  therein  and  are  di¬ 
rectly  and  immediately  related  thereto; 
and 

(2)  The  degree  of  business  necessity 
and  relationship  of  the  expenditures 
clearly  outweighs  any  personal  aspects  of 
the  expenditures. 

In  no  event,  however,  are  expenditures 
which  fall  under  paragraph  (a)  (2)  of 
this  section  deductible. 

(c)  Expenditures  by  a  taxpayer  for  his 
education  may  be  deductible  under  the 
provisions  of  paragraph  (b)  if  they  are 
for  education  of  a  “refresher”  or  similar 
type  necessary  to. maintain  (but  not  to 
advance)  the  skills  directly  and  immedi¬ 
ately  required  by  the  taxpayer  in  his 
trade  or  business.  Among  the  factors 
which  will  be  considered  as  indicating 
that  education  is  of  a  refresher  or  similar 
type  are  that  it  is  especially  designed  for, 
and  attended  primarily  by,  established 
practitioners  or  members  of  a  trade  or 
business  for  purposes  such  as  keeping 
abreast  of  current  developments  in  such 
trade  or  business;  is  of  short  duration; 
is  not  taken  on  a  continuing  basis;  and 
does  not  carry  academic  credit.  Similar¬ 
ly,  among  factors  indicating  that  the 
education  is  not  of  a  refresher  or  similar 
type  are  that  it  is  generally  designed  for 
persons  preparing  to  enter  an  employ¬ 
ment  or  otherwise  become  established  in 
a  trade  or  business  or  specialty  therein; 
is  of  more  than  short  duration ;  is  for  the 
continuing  improvement  and  advance¬ 
ment  of  the  taxpayer’s  talent  or  skills; 
or  carries  academic  credit. 

(d)  Expenditures  made  by  an  em¬ 
ployee  for  his  education  as  a  requisite  to 
the  Continued  retention  of  his  salary, 
status,  or  employment  as  a  result  of  an 
express  requirement  of  his  employer  may 
be  deductible  under  the  provisions  of 
paragraph  (b)  whether  or  not  the  educa¬ 
tion  is  of  a  refresher  or  similar  type. 
Thus,  expenditures  for  courses  which 
carry  academic  credit  may  be  deductible 
under  the  provisions  of  this  paragraph. 
However,  expenditures  are  not  deductible 
under  the  provisions  of  this  paragraph 
if,  in  more  than  an  incidental  and  rela¬ 


tively  minor  manner,  they  have  the  re¬ 
sult  of  obtaining  a  different  position  for 
the  taxpayer;  qualifying  him  to  enter  an 
employment  or  otherwise  become  estab¬ 
lished  in  a  trade  or  business  or  specialty 
therein;  establishing  or  enhancing  sub¬ 
stantially  his  reputation  in  his  trade  or 
business;  or  substantially  advancing  him 
in  earning  capacity,  salary,  status,  or 
position.  A  taxpayer  is  considered  to 
have  made  expenditures  as  a  result  of  an 
express  requirement  by  his  employer,  as 
a  requisite  to  continued  retention  of  his 
salary,  status,  or  employment  only  if  the 
requirement  is  imposed  primarily  for  a 
bona  fide  business  purpose  of  the  tax¬ 
payer’s  employer  and  not  primarily  for 
the  taxpayer’s  benefit,  and  the  education 
has  a  direct  relationship  to  the  duties  of 
the  taxpayer’s  present  position. 

(e)  In  general,  a  taxpayer’s  expendi¬ 
tures  for  travel  as  a  form  of  education 
shall  be  considered  as  primarily  personal 
in  nature  and  therefore  not  deductible. 

(f)  Where  a  taxpayer  travels  away 
from  home  primarily  to  obtain  education 
the  expenses  of  which  are  deductible,  his 
expenditures  for  travel,  meals,  and  lodg¬ 
ing  while  away  from  home  are  deductible. 
However,  where  as  an  incident  of  such 
trip  the  taxpayer  engages  in  some  per¬ 
sonal  activity  such  as  sightseeing,  social 
visiting  or  entertaining,  or  other  recrea¬ 
tion,  the  expenses  of  such  personal  ac¬ 
tivity  constitute  nondeductible  personal 
or  living  expenses  and  will  not  be  allowed 
as  deductions.  Where  the  purposes  of  a 
taxpayer’s  travel  away  from  home  are 
primarily  personal,  the  taxpayer’s  ex¬ 
penditures  for  travel,  meals,  and  lodging 
will  be  disallowed  whether  or  not  the  tax¬ 
payer  participates  incidentally  in  some 
educational  pursuit  meeting  the  require¬ 
ments  of  paragraph  (c)  or  (d)  of  this 
section.  Whether  the  purposes  of  a  par¬ 
ticular  trip  are  primarily  personal  or 
primarily  to  obtain  education  meeting 
the  requirements  of  paragraph  (c)  or  (d) 
of  this  section  will  depend  upon  all  the 
facts  and  circumstances  of  each  case.  An 
important  factor  in  making  the  deter¬ 
mination  will  be  the  relative  amount  of 
time  devoted  to  personal  activity  as  com¬ 
pared  with  the  time  devoted  to  educa¬ 
tional  pursuits.  Expenses  in  the  nature 
of  commuters’  fares  are  not  business  ex¬ 
penses  and  are  not  deductible. 

(g)  The  provisions  of  this  section  may 
be  illustrated  by  the  following  examples: 

Example  ( 1 ).  A  is  employed  as  a  book¬ 
keeper  by  an  accounting  firm.  In  order  to 
advance  in  salary  he  takes  courses  in  ac¬ 
counting  and  becomes  a  certified  public 
accountant.  A’s  expenditures  for  such 
courses  and  for  any  transportation  expenses 
and  living  expenses  while  away  from  home 
are  not  deductible. 

Example  (2).  A,  a  general  practitioner  of 
medicine,  takes  a  course  of  study  to  become 
a  pediatrician.  B,  a  general  practitioner  of 
medicine,  takes  a  two-week  “refresher”  type 
course  reviewing  developments  in  several 
specialized  fields,  including  pediatrics,  for  the 
purpose  of  carrying  on  his  general  practice. 
A’s  expenses  are  not  deductible.  B’s  expenses 
(including  any  transportation  expenses  and 
living  expenses  while  away  from  home)  are 
deductible. 

Example  ( 3 ).  A,  teacher,  is  expressly  re¬ 
quired  by  the  regulations  of  the  State  board 
of  education  either  to  read  a  list  of  books  or 
to  take  certain  summer  school  courses  to 
retain  his  employment.  A  fulfills  this  re¬ 


quirement  by  taking  the  summer  school 
courses.  The  courses  do  not  qualify  A  to 
advance  substantially  in  earning  capacity, 
salary,  status,  or  position.  A’s  expenses  are 
deductible,  including  transportation  ex¬ 
penses  and  living  expenses  while  away  from 
home. 

Example  (4).  A,  a  teacher,  takes  a  Sum¬ 
mer  school  course  which  is  required  by  his 
employer  in  order  to  retain  his  employment. 
The  course  qualifies  A  to  advance  substan¬ 
tially  in  salary.  A’s  expenses  are  not  de¬ 
ductible. 

Example  (5).  A,  a  self-employed  tax  con¬ 
sultant,  decides  to  take  a  one-week  “re¬ 
fresher”  type  course  in  taxation,  which  is 
offered  in  City  X,  500  miles  away  from  his 
home.  His  primary  purpose  in  going  to  X  is 
to  take  the  course,  but  he  also  takes  a  side 
trip  to  City  Y  (50  miles  from  X)  for  one 
day,  takes  a  sightseeing  trip  while  in  X,  and 
entertains  some  personal  friends  at  his 
hotel.  A’s  transportation  and  living  ex¬ 
penses  will  be  allocated  between  his  educa¬ 
tional  pursuits  and  his  personal  activities. 
Those  expenses  which  are  entirely  personal, 
such  as  entertaining  friends,  will  not  be 
deductible  to  any  extent. 

Example  (6).  The  facts  are  the  same  as  in 
example  (5),  except  that  A’s  primary  pur¬ 
pose  in  going  to  City  X  is  to  take  a  vacation. 
This  purpose  is  indicated  by  the  fact  that 
he  spends  only  one  week  attending  the  “re¬ 
fresher”  type  course  and  devotes  five  weeks 
entirely  to  personal  activities.  A’s  entire 
transportation  expenses  and  living  expenses 
while  away  from  home  will  be  disallowed. 

§  1.162-6  Professional  expenses.  A 
professional  man  may  claim  as  deduc¬ 
tions  the  cost  of  supplies  used  by  him  in 
the  practice  of  his  profession,  expenses 
paid  or  accrued  in  the  operation  and 
repair  of  an  automobile  used  in  making 
professional  calls,  dues  to  professional 
societies  and  subscriptions  to  professional 
journals,  the  rent  paid  or  accrued  for 
office  rooms,  the  cost  of  the  fuel,  light, 
water,  telephone,  etc.,  used  in  such  of¬ 
fices,  and  the  hire  of  office  assistance. 
Amounts  currently  paid  or  accrued  for 
books,  furniture,  and  professional  in¬ 
struments  and  equipment,  the  useful  life 
of  which  is  short,  may  be  deducted. 

§  1.162-7  Compensation  for  personal 
services,  (a)  There  may  be  included 
among  the  ordinary  and  necessary  ex¬ 
penses  paid  or  incurred  in  carrying  on 
any  trade  or  business  a  reasonable  al¬ 
lowance  for  salaries  or  other  compensa¬ 
tion  for  personal  services  actually  ren¬ 
dered.  The  test  of  deductibility  in  the 
case  of  compensation  payments  is 
whether  they  are  reasonable  and  are  in 
fact  payments  purely  for  services. 

(b)  The  test  set  forth  in  paragraph 
(a)  of  this  section  and  its  practical  ap¬ 
plication  may  be  further  stated  and  il¬ 
lustrated  as  follows: 

(1)  Any  amount  paid  in  the  form  of 
compensation,  but  not  in  fact  as  the 
purchase  price  of  services,  is  not  deduct¬ 
ible.  An  ostensible  salary  paid  by  a  cor¬ 
poration  may  be  a  distribution  of  a 
dividend  on  stock.  This  is  likely  to  occur 
in  the  case  of  a  corporation  having  few 
shareholders,  practically  all  of  whom 
draw  salaries.  If  in  such  a  case  the  sal¬ 
aries  are  in  excess  of  those  ordinarily 
paid  for  similar  services,  and  the  exces¬ 
sive  payments  correspond  or  bear  a  close 
relationship  to  the  stockholdings  of  the 
officers  or  employees,  it  would  seem  likely 
that  the  salaries  are  not  paid  wholly  for 
services  rendered,  but  that  the  excessive 
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payments  are  a  distribution  of  earnings 
upon  the  stock.  An  ostensible  salary  may 
be  in  part  payment  for  property.  This 
may  occur,  for  example,  where  a  partner¬ 
ship  sells  out  to  a  corporation,  the  former 
partners  agreeing  to  continue  in  the  serv¬ 
ice  of  the  corporation.  In  such  a  case 
it  may  be  found  that  the  salaries  of  the 
former  partners  are  not  merely  for  serv¬ 
ices,  but  in  part  constitute  payment  for 
the  transfer  of  their  business. 

(2)  The  form  or  method  of  fixing 
compensation  is  not  decisive  as  to  de¬ 
ductibility.  While  any  form  of  contin¬ 
gent  compensation  invites  scrutiny  as  a 
possible  distribution  of  earnings  of  the 
enterprise,  it  does  not  follow  that  pay¬ 
ments  on  a  contingent  basis  are  to  be 
treated  fundamentally  on  any  basis  dif¬ 
ferent  from  that  applying  to  compensa¬ 
tion  at  a  flat  rate.  Generally  speaking, 
if  contingent  compensation  is  paid  pur¬ 
suant  to  a  free  bargain  between  the 'em¬ 
ployer  and  the  individual  made  before 
the  services  are  rendered,  not  influenced 
by  any  consideration  on  the  part  of  the 
employer  other  than  that  of  securing  on 
fair  and  advantageous  terms  the  services 
of  the  individual,  it  should  be  allowed  as 
a  deduction  even  though  in  the  actual 
working  out  of  the  contract  it  may  prove 
to  be  greater  than  the  amount  which 
would  ordinarily  be  paid. 

(3)  In  any  event  the  allowance  for  the 
compensation  paid  may  not  exceed  what 
is  reasonable  under  all  the  circum¬ 
stances.  It  is  in  general  just  to  assume 
that  reasonable  and  true  compensation 
is  only  such  amount  as  would  ordinarily 
be  paid  for  like  services  by  like  enter¬ 
prises  under  like  circumstances.  The 
circumstances  to  be  taken  into  considera¬ 
tion  are  those  existing  at  the  date  when 
the  contract  for  services  was  made,  not 
those  existing  at  the  date  when  the  con¬ 
tract  is  questioned. 

(4)  For  disallowance  of  deduction  in 
the  case  of  certain  transfers  of  stock 
pursuant  to  employees  stock  options,  see 
section  421  and  the  regulations  there¬ 
under. 

§  1.162-8  Treatment  of  excessive  com¬ 
pensation.  The  income  tax  liability  of 
the  recipient  in  respect  of  an  amount 
ostensibly  paid  to  him  as  compensation, 
but  not  allowed  to  be  deducted  as  such 
by  the  payor,  will  depend  upon  the  cir¬ 
cumstances  of  each  case.  Thus,  in  the 
case  of  excessive  payments  by  corpora¬ 
tions,  if  such  payments  correspond  or 
bear  a  close  relationship  to  stockhold¬ 
ings,  and  are  found  to  be  a  distribution 
of  earnings  or  profits,  the  excessive  pay¬ 
ments  will  be  treated  as  a  dividend.  If 
such  payments  constitute  payment  for 
property,  they  should  be  treated  by  the 
payor  as  a  capital  expenditure  and  by 
the  recipient  as  part  of  the  purchase 
price.  In  the  absence  of  evidence  to 
justify  other  treatment,  excessive  pay¬ 
ments  for  salaries  or  other  compensation 
for  personal  services  will  be  included  in 
gross  income  of  the  recipient. 

§1.162-9  Bonuses  to  employees. 
Bonuses  to  employees  will  constitute  al¬ 
lowable  deductions  from  gross  income 
when  such  payments  are  made  in  good 
•  faith  and  as  additional  compensation 
for  the  services  actually  rendered  by  the 
employees,  provided  such  payments, 


when  added  to  the  stipulated  salaries, 
do  not  exceed  a  reasonable  compensa¬ 
tion  for  the  services  rendered.  It  is  im¬ 
material  whether  such  bonuses  are  paid 
in  cash  or  in  kind  or  partly  in  cash  and 
partly  in  kind.  Donations  made  to  em¬ 
ployees  and  others,  which  do  not  have 
in  them  the  element  of  compensation  or 
which  are  in  excess  of  reasonable  com¬ 
pensation  for  services,  are  not  deductible 
from  gross  income. 

§  1.162-10  Certain  employee  "bene¬ 
fits — (a)  In  general.  Amounts  paid  or 
accrued  by  a  taxpayer  on  account  of  in¬ 
juries  received  by  employees,  and  lump¬ 
sum  amounts  paid  or  accrued  as 
compensation  for  injuries,  are  proper 
deductions  as  ordinary  and  necessary 
expenses.  Such  deductions  are  limited 
to  the  amount  not  compensated  for  by 
insurance  or  otherwise.  Amounts  paid 
or  accrued  within  the  taxable  year  for 
dismissal  wages,  unemployment  benefits, 
guaranteed  annual  wages,  vacations,  or 
a  sickness,  accident,  hospitalization, 
medical  expense,  recreational,  welfare, 
or  similar  benefit  plan,  are  deductible 
under  section  162  (a)  if  they  are  ordinary 
and  necessary  expenses  of  the  trade  or 
business.  However,  except  as  provided 
in  paragraph  (b)  of  this  section,  such 
amounts  shall  not  be  deductible  under 
section  162  (a)  if,  under  any  circum¬ 
stances,  they  may  be  used  to  provide 
benefits  under  a  stock  bonus,  pension, 
annuity,  profit-sharing,  or  other  deferred 
compensation  plan  of  the  type  referred 
to  in  section  404  (a).  In  such  an  event, 
the  extent  to  which  these  amotmts  are 
deductible  from  gross  income  shall  be 
governed  by  the  provisions  of  section 
404  and  the  regulations  issued  there¬ 
under. 

(b)  Certain  negotiated  plans.  (1) 
Subject  to  the  limitations  set  forth  in 
subparagraphs  (2)  and  (3)  of  this  para¬ 
graph,  contributions  paid  by  an  employer 
under  a  plan  under  which  such  contribu¬ 
tions  are  held  in  a  welfare  trust  for  the 
purpose  of  paying  (either  from  principal 
or  income  or  both)  for  the  benefit  of 
employees,  their  families,  and  depend¬ 
ents,  at  least  medical  or  hospital  care, 
and  pensions  on  retirement  or  death  of 
employees,  are  deductible  when  paid  as 
business  expenses  under  section  162  (a). 

(2)  For  the  purpose  of  subparagraph 
(1)  of  this  paragraph,  the  word  “plan” 
means  any  plan  established  prior  to  Jan¬ 
uary  1,  1954,  as  a  result  of  an  agreement 
between  employee  representatives  and 
the  Government  of  the  United  States, 
during  a  period  of  Government  opera¬ 
tion,  under  seizure  powers,  of  a  major 
part  of  the  productive  facilities  of  the 
industry  in  which  the  employer  claim¬ 
ing  the  deduction  is  engaged.  The 
phrase  “plan  established  prior  to  Janu¬ 
ary  1,  1954,  as  a  result  of  an  agreement” 
is  intended  primarily  to  cover  a  trust 
established  under  the  terms  of  such  an 
agreement.  It  also  includes  a  trust  es¬ 
tablished  under  a  plan  of  an  employer, 
or  group  of  employers,  who,  by  reason 
of  producing  the  same  commodity,  are 
in  competition  with  the  employers  whose 
facilities  were  seized  and  who  would 
therefore  be  expected  to  establish  such 
a  trust  as  a  reasonable  measure  to  main¬ 
tain  a  sound  position  in  the  labor  market 


producing  the  commodity.  For  example, 
if  a  trust  was  established  under  such  an 
agreement  in  the  bituminous  coal  indus¬ 
try,  a  similar  trust  established  in  the 
anthracite  coal  industry  within  a  rea¬ 
sonable  time,  but  before  January  1,  1954, 
would  qualify  under  subparagraph  (1)  of 
this  paragraph. 

(3)  If  any  trust  described  in  subpara¬ 
graph  (2)  of  this  paragraph  becomes 
qualified  for  exemption  from  tax  under 
the  provisions  of  section  501  (a) ,  the  de¬ 
ductibility  of  contributions  by  an  em¬ 
ployer  to  such  trust  on  or  after  any  date 
of  such  qualification  shall  no  longer  be 
governed  by  the  provisions  of  section 
162,  even  though  the*  trust  may  later 
lose  its  exemption  from  tax  under  sec¬ 
tion  501  (a). 

(c)  Other  plans  providing  deferred 
compensation.  For  rules  relating  to  the 
deduction  of  amounts  paid  to  or  under 
a  stock  bonus,  pension,  annuity,  or  profit- 
sharing  plan  or  amounts  paid  or  accrued 
under  any  other  plan  deferring  the  re¬ 
ceipt  of  compensation,  see  section  404 
and  the  regulations  thereunder. 

§1.162-11  Rentals,  (a)  If  a  leasehold 
is  acquired  for  business  purposes  for  a 
specified  sum,  the  purchaser  may  take  as 
a  deduction  in  his  return  an  aliquot  part 
of  such  sum  each  year,  based  on  the 
number  of  years  the  lease  has  to  run. 
Taxes  paid  by  a  tenant  to  or  for  a  land¬ 
lord  for  business  property  are  additional 
rent  and  constitute  a  deductible  item  to 
the  tenant  and  taxable  income  to  the 
landlord,  the  amount  of  the  tax  being 
deductible  by  the  latter.  For  disallow¬ 
ance  of  deduction  for  income  taxes  paid 
by  a  lessee  corporation  pursuant  to  a 
lease  arrangement  with  the  lessor  corpo¬ 
ration,  see  section  110  and  the  regula¬ 
tions  thereunder. 

(b)  (1)  The  cost  to  a  lessee  of  erecting 
buildings  or  making  permanent  improve¬ 
ments  on  property  of  which  he  is  the 
lessee  is  a  capital  investment,  and  is  not 
deductible  as  a  business  expense.  If  the 
estimated  useful  life  in  the  hands  of  the 
taxpayer  of  the  building  erected  or  of 
the  improvements  made,  determined 
without  regard  to  the  terms  of  the  lease, 
is  longer  than  the  remaining  period  of 
the  lease,  an  annual  deduction  may  be 
made  from  gross  income  of  an  amount 
equal  to  the  total  cost  of  such  improve¬ 
ments  divided  by  the  number  of  years 
remaining  in  the  term  of  the  lease,  and 
such  deduction  shall  be  in  lieu  of  a  de¬ 
duction  for  depreciation.  If,  on  the 
other  hand,  the  useful  life  of  such  build¬ 
ings  or  improvements  in  the  hands  of  the 
taxpayer  is  equal  to  or  shorter  than  the 
remaining  period  of  the  lease,  this  de¬ 
duction  shall  be  computed  under  the 
provisions  of  section  167  (relating  to  de¬ 
preciation).  Where  there  is  a  possibility 
that  the  lease  may  be  renewed,  the  mat¬ 
ter  of  spreading  such  costs  over  the  term 
of  the  original  lease,  together  with  the 
renewal  period  or  periods,  depends  upon 
the  facts  in  the  particular  case,  includ¬ 
ing  the  presence  or  absence  of  an  option 
of  renewal  and  the  relationship  between 
the  parties.  As  a  general  rule,  unless  the 
lease  has  been  renewed  or  the  facts  show 
with  reasonable  certainty  that  the  lease 
will  be  renewed,  the  cost  or  other  basis 
of  the  lease,  or  the  cost  of  improvements 
shall  be  spread  only  over  the  number  of 
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years  the  lease  has  to  run  without  taking 
into  account  any  right  of  renewal. 

(2)  Subparagraph  (1)  of  this  para¬ 
graph  may  be  illustrated  by  the  follow¬ 
ing  examples: 

Example  (1).  A  subsidiary  corporation 
leases  land  from  its  parent  at  a  fair  rental 
for  a  25-year  period.  The  subsidiary  erects 
on  the  land  valuable  factory  buildings  having 
a  normal  useful  life  of  50  years.  These  facts 
show  with  reasonable  certainty  that  the  lease 
will  be  renewed,  even  though  the  lease  con¬ 
tains  no  option  of  renewal.  Therefore,  the 
cost  of  the  buildings  shall  be  depreciated  over 
the  estimated  useful  life  of  the  buildings  in 
accordance  with  section  167  and  the  regula¬ 
tions  thereunder. 

Example  (2).  A  retail  merchandising  cor¬ 
poration  leases  land  at  a  fair  rental  from  an 
unrelated  lessor  for  the  longest  period  that 
the  lessor  is  willing  to  lease  the  land  (30 
years).  The  lessee  erects  on  the  land  a  de¬ 
partment  store  having  a  normal  useful  life  of 
40  years.  These  facts  do  not  show  with  rea¬ 
sonable  certainty  that  the  lease  will  be  re¬ 
newed.  Therefore,  the  cost  of  the  building 
shall  be  spread  over  the  remaining  term  of 
the  lease.  An  annual  deduction  may  be 
made  of  an  amount  equal  to  the  cost  of  the 
building  divided  by  the  number  of  years  re¬ 
maining  in  the  term  of  the  lease,  and  such 
deduction  shall  be  in  lieu  of  a  deduction 
for  depreciation. 

§  1.162-12  Expenses  of  farmers.  A 
farmer  who  operates  a  farm  for  profit  is 
entitled  to  deduct  from  gross  income  as 
necessary  expenses  all  amounts  actually 
expended  in  the  carrying  on  of  the  busi¬ 
ness  of  farming.  The  cost  of  ordinary 
tools  of  short  life  or  small  cost,  such  as 
hand  tools,  including  shovels,  rakes,  etc., 
may  be  deducted.  The  purchase  of 
feed  and  other  costs  connected  with  rais¬ 
ing  livestock  may  be  treated  as  expense 
deductions  insofar  as  such  costs  repre¬ 
sent  actual  outlay,  but  not  including  the 
value  of  farm  produce  grown  upon  the 
farm  or  the  labor  of  the  taxpayer. 
Where  a  farmer  is  engaged  in  producing 
crops  which  take  more  than  a  year  from 
the  time  of  planting  to  the  process  of 
gathering  and  disposal,  expenses  de¬ 
ducted  may,  with  the  consent  of  the 
Commissioner  (see  section  446  and  the 
regulations  thereunder),  be  determined 
upon  the  crop  basis,  and  such  deductions 
must  be  taken  in  the  taxable  year  in 
which  the  gross  income  from  the  crop 
has  been  realized.  The  cost  of  farm 
machinery,  equipment,  and  farm  build¬ 
ings  represents  a  capital  investment  and 
is  not  an  allowable  deduction  as  an  item 
of  expense.  Amounts  expended  in  the 
development  of  farms,  orchards,  and 
ranches  prior  to  the  time  when  the  pro¬ 
ductive  state  is  reached  may  be  regarded 
as  investments  of  capital.  For  the 
treatment  of  soil  and  water  conservation 
expenditures  as  expenses  which  are  not 
chargeable  to  capital  account,  see  sec¬ 
tion  175  and  the  regulations  thereunder. 
Amounts  expended  in  purchasing  work, 
breeding,  or  dairy  animals  are  regarded 
as  investments  of  capital,  and  may  be 
depreciated  unless  such  animals  are  in¬ 
cluded  in  an  inventory  in  accordance 
with  §  1.61  (a) -7.  The  purchase  price 
of  an  automobile,  even  when  wholly  used 
in  carrying  on  farming  operations,  is 
not  deductible,  but  is  regarded  as  an 
investment  of  capital.  The  cost  of  gaso¬ 
line,  repairs,  and  upkeep  of  an  auto¬ 
mobile  if  used  wholly  in  the  business  of 
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farming  is  deductible  as  an  expense;  if 
used  partly  for  business  purposes  and 
partly  for  the  pleasure  or  convenience 
of  the  taxpayer  or  his  family,  such  cost 
may  be  apportioned  according  to  the 
extent  of  the  use  for  purposes  of  business 
and  pleasure  or  convenience,  and  only 
the  proportion  of  such  cost  justly  at¬ 
tributable  to  business  purposes  is  de¬ 
ductible  as  a  necessary  expense.  If  a 
farm  is  operated  for  recreation  or 
pleasure  and  not  on  a  commercial  basis, 
and  if  the  expenses  incurred  in  connec¬ 
tion  with  the  farm  are  in  excess  of  the 
receipts  therefrom,  the  entire  receipts 
from  the  sale  of  farm  products  may  be 
ignored  in  rendering  a  return  of  income, 
and  the  expenses  incurred,  being  re¬ 
garded  as  personal  expenses,  will  not 
constitute  allowable  deductions.  (See 
also  section  270  and  §§  1.61  (a)-7, 1.165-1 
(e),  and  1.167  (a)-l  (b)  (3).) 

§  1.162-13  Depositors’  guaranty  fund. 
Banking  corporations  which  pursuant  to 
the  laws  of  the  State  in  which  they  are 
doing  business  are  required  to  set  apart, 
keep,  and  maintain  in  their  banks  the 
amount  levied  and  assessed  against  them 
by  the  State  authorities  as  a  “Deposi¬ 
tors’  guaranty  fund,”  may  deduct  from 
their  gross  income  the  amount  so  set 
apart  each  year  to  this  fund  provided 
that  such  fund,  when  set  aside  and  car¬ 
ried  to  the  credit  of  the  State  banking 
board  or  duly  authorized  State  officer, 
ceases  to  be  an  asset  of  the  bank  and 
may  be  withdrawn  in  whole  or  in  part 
upon  demand  by  such  board  or  State  offi¬ 
cer  to  meet  the  needs  of  these  officers  in 
reimbursing  depositors  in  insolvent 
banks,  and  provided  further  that  no 
portion  of  the  amount  thus  set  aside 
and  credited  is  returnable  under  the 
laws  of  the  State  to  the  assets  of  the 
banking  corporation.  If,  however,  such 
amount  is  simply  set  up  on  the  books  of 
the  bank  as  a  reserve  to  meet  a  contin¬ 
gent  liability  and  remains  an  asset  of  the 
bank,  it  will  not  be  deductible  except  as 
it  is  actually  paid  out  as  required  by  law 
and  upon  demand  of  the  proper  State 
officers. 

§  1.162-14  Expenditures  for  advertis¬ 
ing  or  promotion  of  gpod  will.  A  corpo¬ 
ration  which  has,  for  the  purpose  of 
computing  its  excess  profits  tax  credit 
under  subchapter  E  of  chapter  2,  or  sub¬ 
chapter  D  of  chapter  1,  of  the  Internal 
Revenue  Code  of  1939,  elected  under  sec¬ 
tion  733  or  section  451  (applicable  to  the 
excess  profits  tax  imposed  by  subchapter 
E  of  chapter  2,  and  subchapter  D  of 
chapter  1,  respectively)  to  charge  to  cap¬ 
ital  account  for  taxable  years  in  its  base 
period  expenditures  for  advertising  or 
the  promotion  of  good  will  which  may 
be  regarded  as  capital  investments,  may 
not  deduct  similar  expenditures  for  the 
taxable  year.  See  section  263  (b) .  Such 
a  taxpayer  has  the  burden  of  proving 
that  expenditures  for  advertising  or  the 
promotion  of  good  will  which  it  seeks  to 
deduct  in  the  taxable  year  may  not  be 
regarded  as  capital  investments  under 
the  provisions  of  the  regulations  pre¬ 
scribed  under  section  733  or  section  451 
of  the  1939  Code.  See  §  35.733-2  of 
Regulations  112  (26  CFR  (1939)  Part  35) 
and  §  40.451-2  of  Regulations  130  (26 
CFR  (1939)  Part  40). 


§  1.162-15  Excepted  contributions. 

(a)  No  deduction  is  allowable  under  sec¬ 
tion  162  (a)  for  a  contribution  or  gift  by 
an  individual  or  a  corporation  if  any  part 
thereof  is  deductible  under  section  170. 
For  example,  if  a  taxpayer  makes  a  con¬ 
tribution  of  $5,000  and  only  $4,000  of  this 
amount  is  deductible  under  section  170 
(a)  (whether  because  of  the  percentage 
limitation  under  either  section  170  (b) 
(1)  or  (2),  the  requirement  as  to  time  of 
payment,  or  both),,  no  deduction  is  al¬ 
lowable  under  section  162  (a)  for  the 
remaining  $1,000. 

(b)  The  limitations  provided  in  sec¬ 
tion  162  (b)  and  this  section  apply  only 
to  payments  which  are  in  fact  contribu¬ 
tions  or  gifts  to  organizations  described 
in  section  170.  For  example,  payments 
by  a  street  railway  comoany  to  a  local 
hospital  (which  is  a  charitable  organiza¬ 
tion  within  the  meaning  of  section  170) 
in  consideration  of  a  binding  obligation 
on  the  part  of  the  hospital  to  provide 
hospital  services  and  facilities  for  the 
company’s  employees  are  not  contribu¬ 
tions  or  gifts  within  the  meaning  of  sec¬ 
tion  170  and  may  be  deductible  under 
section  162  (a)  if  the  requirements  of 
section  162  (a)  are  otherwise  satisfied. 
Donations  to  organizations  other  than 
those  described  in  section  170  which  bear 
a  direct  relationship  to  the  taxpayer’s 
business  and  are  made  with  a  reasonable 
expectation  of  a  financial  return  com¬ 
mensurate  with  the  amount  of  the  dona¬ 
tion  may  constitute  allowable  deductions 
as  business  expenses.  For  example,  a 
street  railway  company  may  donate  a 
sum  of  money  to  an  organization  (of  a 
class  not  referred  to  in  section  170)  in¬ 
tending  to  hold  a  convention  in  the  city 
in  which  it  operates,  with  a  reasonable 
expectation  that  the  holding  of  such  con¬ 
vention  will  augment  its  income  through 
a  greater  number  of  people  using  its  cars. 

(c)  Expenditures  for  lobbying  pur¬ 
poses,  for  the  promotion  or  defeat  of 
legislation,  for  political  purposes,  or  for 
the  development  or  exploitation  of  prop¬ 
aganda  (including  advertising  other 
than  trade  advertising)  relating  to  any 
of  the  foregoing  purposes,  are  not  de¬ 
ductible  from  gross  income.  No  pay¬ 
ment  made,  either  directly  or  through 
any  organization,  for  the  specific  purpose 
of  attempting  to  promote  or  defeat  legis¬ 
lation  shall  be  deductible.  Other  pay¬ 
ments,  not  so  made  and  otherwise  meet¬ 
ing  the  requirements  of  the  regulations 
under  section  162,  when  made  as  dues  or 
contributions  to  a  trade  or  business  or¬ 
ganization,  may  be  deductible  under 
some  circumstances,  even  though  in¬ 
fluencing,  or  attempting  to  influence, 
legislation  is  incidentally  involved  in  the 
use  by  such  organization  of  such  pay¬ 
ments.  Thus,  the  payment  of  such 
amounts  made  as  dues  or  contributions 
to — 

(1)  A  labor,  agricultural,  or  horticul¬ 
tural  organization,  exempt  under  section 
501  (c)  (5), or 

(2)  A  business  league,  chamber  of 
commerce,  real-estate  board,  or  board  of 
trade,  exempt  under  section  501  (c)  (6), 
for  the  furtherance  of  the  general  pur¬ 
poses  and  program  of  such  an  organiza¬ 
tion  in  promoting  the  common  economic 
interests  represented,  shall  be  deductible 
in  full  if  the  activities  of  such  organiza- 
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tion  which  consist  of  lawfully  attempting 
to  promote  or  defeat  legislation  are  in¬ 
cidental  to  the  organization’s  general 
purposes  and  program. 

§  1.162-16  Cross  reference.  For  spe¬ 
cial  rules  relating  to  expenses  in  connec¬ 
tion  with  subdividing  real  property  for 
sale,  see  section  1237  and  the  regulations 
thereunder. 

§  1.168  Statutory  provisions;  amorti¬ 
zation  of  emergency  facilities. 

Sec.  168.  Amortization  of  emergency  fa¬ 
cilities — (a)  General  rule.  Every  person,  at 
his  election,  shall  be  entitled  to  a  deduction 
with  respect  to  the  amortization  of  the  ad¬ 
justed  basis  (for  determining  gain)  of  any 
emergency  facility  (as  defined  in  subsection 

(d) ),  based  on  a  period  of  60  months.  Such 
amortization  deduction  shall  be  an  amount, 
with  respect  to  each  month  of  such  period 
within  the  taxable  year,  equal  to  the  adjusted 
basis  of  the  facility  at  the  end  of  such  month 
divided  by  the  number  of  months  (including 
the  month  for  which  the  deduction  is  com¬ 
puted)  remaining  in  the  period.  Such  ad¬ 
justed  basis  at  the  end  of  the  month  shall 
be  comuputed  without  regard  to  the  amorti¬ 
zation  deduction  for  such  month.  The 
amortization  deduction  above  provided  with 
respect  to  any  month  shall,  except  to  the 
extent  provided  in  subsection  (f),  be  in  lieu 
of  the  depreciation  deduction  with  respect 
to  such  facility  for  such  month  provided  by 
section  167.  The  60-month  period  shall  be¬ 
gin  as  to  any  emergency  facility,  at  the  elec¬ 
tion  of  the  taxpayer,  with  the  month  follow¬ 
ing  the  month  in  which  the  facility  was 
completed  or  acquired,  or  with  the  succeed¬ 
ing  taxable  year. 

(b)  Election  of  amortization.  The  election 
of  the  taxpayer  to  take  the  amortization  de¬ 
duction  and  to  begin  the  60-month  period 
with  the  month  following  the  month  in 
which  the  facility  was  completed  or  acquired, 
or  with  the  taxable  year  succeeding  the 
taxable  year  in  which  such  facility  was  com¬ 
pleted  or  acquired,  shall  be  made  by  filing 
with  the  Secretary  or  his  delegate,  in  such 
manner,  in  such  ’  form,  and  within  such 
time,  as  the  Secretary  or  his  delegate  may  by 
regulations  prescribe,  a  statement  of  such 
election. 

(c)  Termination  of  amortization  deduc¬ 
tion.  A  taxpayer  which  has  elected  under 
subsection  (b)  to  take  the  amortization 
deduction  provided  in  subsection  (a)  may,  at 
any  time  after  making  such  election,  dis¬ 
continue  the  amortization  deduction  with 
respect  to  the  remainder  of  the  amortization 
period,  such  discontinuance  to  begin  as  of 
the  beginning  of  any  month  specified  by  the 
taxpayer  in  a  notice  in  writing  filed  with  the 
Secretary  or  his  delegate  before  the  begin¬ 
ning  of  such  month.  The  depreciation  de¬ 
duction  provided  under  section  167  shall 
be  allowed,  beginning  with  the  first  month 
as  to  which  the  amortization  deduction  does 
not  apply,  and  the  taxpayer  shall  not  be  en¬ 
titled  to  any  further  amortization  deduction 
with  respect  to  such  emergency  facility. 

(d)  Definitions — (1)  Emergency  facility. 
For  purposes  of  this  section,  the  term  “emer¬ 
gency  facility”  means  any  facility,  land, 
building,  machinery,  or  equipment,  or  any 
part  thereof,  the  construction,  reconstruc¬ 
tion,  erection,  installation,  or  acquisition  of 
which  was  completed  after  December  31,  1949, 
and  with  respect  to  which  a  certificate  under 
subsection  (e)  has  been  made.  In  no  event 
shall  an  amortization  deduction  be  allowed 
in  respect  of  any  emergency  facility  for  any 
taxable  year  unless  a  certificate  in  respect 
thereof  under  this  paragraph  shall  have  been 
made  before  the  filing  of  the  taxpayer's 
return  for  such  taxable  year. 

(2)  Emergency  period.  For  purposes  of 
this  section,  the  term  “emergency  period” 
means  the  period  beginning  January  1,  1950, 


and  ending  on  the  date  on  which  the  Presi¬ 
dent  proclaims  that  the  utilization  of  a  sub¬ 
stantial  portion  of  the  emergency  facilities 
with  respect  to  which  certifications  under 
subsection  (e)  have  been  made  is  no  longer 
required  in  the  interest  of  national  defense. 

(e)  Determination  of  adjusted  basis  of 
emergency  facility.  In  determining,  for  pur¬ 
poses  of  subsection  (a)  or  (g),  the  adjusted 
basis  of  an  emergency  facility — 

(1)  There  shall  be  included  only  so  much 
of  the  amount  of  the  adjusted  basis  of  such 
facility  (computed  without  regard  to  this 
section)  as  is  properly  attributable  to  such 
construction,  reconstruction,  erection,  instal¬ 
lation,  or  acquisition  after  December  31,  1949, 
as  the  certifying  authority,  designated  by 
the  President  by  Executive  Order,  has  cer¬ 
tified  as  necessary  in  the  interest  of  national 
defense  during  the  emergency  period  and 
only  such  portion  of  such  amount  as  such 
authority  has  certified  as  attributable  to 
defense  purposes.  Such  certification  shall  be 
under  such  regulations  as  may  be  pre¬ 
scribed  from  time  to  time  by  such  certifying 
authority  with  the  approval  of  the  President. 
An  application  for  a  certificate  must  be  filed 
at  such  time  and  in  such  manner  as  may 
be  prescribed  by  such  certifying  authority 
under  such  regulations,  but  in  no  event 
shall  such  certificate  have  any  effect  unless 
an  application  therefor  is  filed  before  March 
24,  1951,  or  before  the  expiration  of  6  months 
after  the  beginning  of  such  construction, 
reconstruction,  erection,  or  installation  or 
the  date  of  such  acquisition,  whichever  is 
later. 

(2)  After  the  completion  or  acquisition  of 
any  emergency  facility  with  respect  to  which 
a'  certificate  under  paragraph  ( 1 )  has  been 
made,  any  expenditure  (attributable  to  such 
facility  and  to  the  period  after  such  com¬ 
pletion  or  acquisition)  which  does  not  rep¬ 
resent  construction,  reconstruction,  erection. 
Installation,  or  acquisition  Included  in  such 
certificate,  but  with  respect  to  which  a  sep¬ 
arate  certificate  is  made  under  paragraph 
(1),  shall  not  be  applied  in  adjustment  of 
the  basis  of  such  facility,  but  a  separate  basis 
shall  be  computed  therefor  pursuant  to  para¬ 
graph  (1)  as  if  it  were  a  new  and  separate 
emergency  facility. 

(f)  Depreciation  deduction.  If  the  ad¬ 
justed  basis  of  the  emergency  facility  (com¬ 
puted  without  regard  to  this  section)  is  in 
excess  of  the  adjusted  basis  computed  under 
subsection  (e),  the  depreciation  deduction 
provided  by  section  167  shall,  despite  the  pro¬ 
visions  of  subsection  (a)  of  this  section,  be 
allowed  with  respect  to  such  emergency  fa¬ 
cility  as  if  its  adjusted  basis  for  the  purpose 
of  such  deduction  were  an  amount  equal  to 
the  amount  of  such  excess. 

(g)  Payment  by  United  States  of  un¬ 
amortized  cost  of  facility.  If  an  amount  is 
properly  includible  in  the  gross  income  of  the 
taxpayer  on  account  of  a  payment  with  re¬ 
spect  to  an  emergency  facility  and  such  pay¬ 
ment  is  certified  as  provided  in  paragraph 
( 1 ) ,  then,  at  the  election  of  the  taxpayer  in 
its  return  for  the  taxable  year  in  which  such 
amount  is  so  includible — • 

(1)  The  amortization  deduction  for  the 
month  in  which  such  amount  is  so  includible 
shall  (in  lieu  of  the  amount  of  the  deduction 
for  such  month  computed  under  subsection 
(a))  be  equal  to  the  amount  so  includible 
but  not  in  excess  of  the  adjusted  basis  of  the 
emergency  facility  as  of  the  end  of  such 
month  (computed  without  regard  to  any 
amortization  deduction  for  such  month). 
Payments  referred  to  in  this  subsection  shall 
be  payments  the  amounts  of  which  are  cer¬ 
tified,  under  such  regulations  as  the  Presi¬ 
dent  may  prescribe,  by  the  certifying  au¬ 
thority  designated  by  the  President  as  com¬ 
pensation  to  the  taxpayer  for  the  unamor¬ 
tized  cost  of  the  emergency  facility  made 
because — 

(A)  A  contract  with  the  United  States  in¬ 
volving  the  use  of  the  facility  has  been  ter¬ 
minated  by  its  terms  or  by  cancellation,  or 


(B)  The  taxpayer  had  reasonable  ground 
(either  from  provisions  of  a  contract  with 
the  United  States  involving  the  use  of  the 
facility,  or  from  written  or  oral  representa¬ 
tions  made  under  authority  of  the  United 
States)  for  anticipating  future  contracts 
involving  the  use  of  the  facility,  which  future 
contracts  have  not  been  made. 

(2)  In  case  the  taxpayer  is  not  entitled  to 
any  amortization  deduction  with  respect  to 
the  emergency  facility,  the  depreciation  de¬ 
duction  allowable  under  section  167  on  ac¬ 
count  of  the  month  in  which  such  amount  is 
so  includible  shall  be  Increased  by  such 
amount,  but  such  deduction  on  account  of 
such  month  shall  not  be  in  excess  of  the 
adjusted  basis  of  the  emergency  facility  as 
of  the  end  of  such  month  (computed  with¬ 
out  regard  to  any  amount  allowable,  on  ac¬ 
count  of  such  month,  under  section  167  or 
this  paragraph) . 

(h)  Life  tenant  and  remainderman.  In 
the  case  of  property  held  by  one  person  for 
life  with  remainder  to  another  person,  the 
deduction  shall  be  computed  as  if  the  life 
tenant  were  the  absolute  owner  of  the 
property  and  shall  be  allowable  to  the  life 
tenant. 

(i)  Cross  reference.  For  special  rule  with 
respect  to  gain  derived  from  the  sale  or  ex¬ 
change  of  property  the  adjusted  basis  of 
which  is  determined  with  regard  to  this 
section,  see  section  1238. 

§  1.168-1  Amortization  of  emergency 
facilities;  general  rule,  (a)  A  person 
(including  an  estate  or  trust  (see  section 
642  (f )  and  §  1.642-1  (b)  (5) )  and  a 
partnership  (see  section  703  and  §  1.703- 
1))  is  entitled,  at  his  election,  to  a  de¬ 
duction  with  respect  to  the  amortization 
of  the  adjusted  basis  (for  determining 
gain)  of  an  emergency  facility,  such 
amortization  to  be  based  on  a  period  of 
60  months.  As  to  the  adjusted  basis  of 
an  emergency  facility,  see  §  1.168-5.  The 
taxpayer  may  elect  to  begin  the  60- 
month  amortization  period  with  (1)  the 
month  following  the  month  in  which 
such  facility  was  completed  or  acquired, 
or  (2)  the  taxable  year  succeeding  that 
in  which  such  facility  was  completed  or 
acquired  (see  §1.168-2).  The  date  on 
which,  or  the  month  within  which,  an 
emergency  facility  is  completed  or  ac¬ 
quired  is  to  be  determined  upon  the 
facts  in  the  particular  case.  Ordinarily, 
the  taxpayer  is  in  possession  of  all  the 
facts  and,  therefore,  in  a  position  to  as¬ 
certain  such  date.  A  statement  of  the 
date  ascertained  by  the  taxpayer,  to¬ 
gether  with  a  statement  of  the  perti¬ 
nent  facts  relied  upon,  should  be  filed 
with  the  taxpayer’s  election  to  take 
amortization  deductions  with  respect  to 
such  facility. 

(b)  In  no  event  shall  an  amortization 
deduction  be  allowed  with  respect  to 
an  emergency  facility  for  any  taxable 
year  unless  such  facility  has  been  cer¬ 
tified  prior  to  the  date  of  filing  of  the 
taxpayer’s  return  for  such  taxable  year. 

(c)  In  general,  with  respect  to  each 
month  of  the  60 -month  period  which 
falls  within  the  taxable  year,  the  amorti¬ 
zation  deduction  is  an  amount  equal  to 
the  adjusted  basis  of  the  facility  at  the 
end  of  each  month  divided  by  the  number 
of  months  (including  the  particular 
month  for  which  the  deduction  is  com¬ 
puted)  remaining  in  the  60-month  pe¬ 
riod.  The  adjusted  basis  at  the  end  of 
any  month  shall  be  computed  without 
regard  to  the  amortization  deduction  for 
such  month.  The  total  amortization  de- 
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duction  with  respect  to  an  emergency 
facility  for  a  particular  taxable  year  is 
the  sum  of  the  amortization  deductions 
allowable  for  each  month  of  the  60- 
month  period  which  falls  within  such 
taxable  year.  The  amortization  deduc¬ 
tion  taken  for  any  month  is  in  lieu  of  the 
deduction  for  depreciation  which  would 
otherwise  be  allowable  under  section  167. 
See,  however,  §  1.168-6,  relating  to  de¬ 
preciation  with  respect  to  any  portion  of 
the  emergency  facility  not  subject  to 
amortization. 

(d)  This  section  may  be  illustrated  by 
the  following  examples: 

Example  (1).  On  July  1,  1954,  the  X  Cor¬ 
poration,  which  makes  its  income  tax  re¬ 
turns  on  the  calendar  year  basis,  begins  the 
construction  of  an  emergency  facility  which 
is  completed  on  September  30,  1954,.  at  a  cost 
of  $240,000.  The  certificate  covers  the  entire 
construction.  The  X  Corporation  elects  to 
take  amortization  deductions  with  rerpect  to 
the  facility  and  to  begin  the  60-month  amor¬ 
tization  period  with  October,  the  month  fol¬ 
lowing  its  completion.  The  adjusted  basis 
of  the  facility  at  the  end  of  October  is  $240,- 
000.  The  allowable  amortization  deduction 
with  respect  to  such  facility  for  the  taxable 
year  1954  is  $12,000,  computed  as  follows: 


Monthly  amortization  deductions : 

October:  $240,000  divided  by  60. _  $4,000 
November:  $236,000  ($240,000  minus 

$4,000)  divided  by  59 _  4,  000 

December:  $232,000  ($236,000  minus 

$4,000)  divided  by  58__ .  4,000 


Total  amortization  deduction 

for  1954 _ 12,000 


Example  (2).  The  Y  Corporation,  which 
makes  its  income  tax  returns  on  the  basis 
of  a  fiscal  year  ending  November  30,  pur¬ 
chases  an  emergency  facility  (No.  1)  on  July 
29,  1955.  On  June  15,  1955,  it  begins  the 
construction  of  an  emergency  facility  (No. 
2)  which  is  completed  on  August  2,  1955.  The 
entire  acquisition  and  construction  of  such 
facilities  are  covered  by  the  certificate.  The 
Y  Corporation  elects  to  take  amortization 
deductions  with  respect  to  both  facilities  and 
to  begin  the  60-month  amortization  period 
in  each  case  with  the  month  following  the 
month  of  acquisition  or  completion.  At 
the  end  of  the  first  month  of  the.  amortiza¬ 
tion  period  the  adjusted  basis  of  facility  No.  1 
is  $300,000  and  the  adjusted  basis  of  facility 
No.  2  is  $54,000.  In  September  1955,  facility 
No.  1  is  damaged  by  fire,  as  a  result  of  which 
its  adjusted  basis  is  properly  reduced  by 
$25,370.  The  allowable  amortization  deduc¬ 
tion  with  respect  to  such  facilities  for  the 
taxable  year  ending  November  30,  1955,  is 
$21,410,  computed  as  follows: 

Facility  No.  1 


Monthly  amortization  deductions: 

August:  $300,000  divided  by  60 _ $5,000 

September:  $269,630  ($300,000 

minus  $5,000  and  $25,370)  divided 

by  59 _  4,570 

October:  $265,060  ($269,630  minus 

$4,570)  divided  by  58 _  4,  570 

November:  $260,490  ($265,060 

minus  $4,570)  divided  by  57 _  4,  570 


Amortization  deduction  for 

1955  _ _ 18,710 


„  Facility  No.  2 

Monthly  amortization  deductions: 

September:  $54,000  divided  by  60 _  $900 

October :  $53,100  divided  by  59 _  900 

November:  $52,200  divided  by  58 _  900 


Amortization  deduction  for 

1955  _  2,700 


Total  amortization  deduction 

for  1955 _ _ 21,410 


Example  (3).  On  June  15,  1954,  the  Z 
Corporation,  which  makes  its  income  tax  re¬ 
turns  on  the  calendar  year  basis,  completes 
the  construction  of  an  emergency  facility  at 
a  cost  of  $110,000.  In  its  income  tax  return 
for  1954,  filed  on  March  15,  1955,  the  Z  Cor¬ 
poration  elects  to  take  amortization  deduc¬ 
tions  with  respect  to  such  facility  and  to 
begin  the  6-month  amortization  period  with 
July  1954,  the  month  following  its  comple¬ 
tion.  No  certificate  with  respect  to  such 
facility  is  made  until  April  10,  1955,  and 
therefore  no  amortization  deduction  with 
respect  to  such  facility  is  allowable  for  any 
month  in  the  taxable  year  1954.  The  Z 
Corporation  is  entitled,  however,  to  take  a 
deduction  for  depreciation  of  such  facility 
for  the  taxable  year  1954,  such  deduction 
being  assumed,  for  the  purposes  of  this 
example,  to  be  $2,009.  Accordingly,  the  ad¬ 
justed  basis  of  such  facility  at  the  end 
of  January  1955  (without  regard  to  the 
amortization  deduction  for  such  month)  is 
$108,000  ($110,000  minus  $2,000).  For  the 
taxable  year  1955,  the  Z  Corporation  is,  with 
respect  to  such  facility,  entitled  to  an  amorti¬ 
zation  deduction  of  $24,000,  computed  as 
follows : 


Monthly  amortization  deductions : 

January:  $108,000  divided  by  54 _ $2,000 

February:  $106,000  ($108,000  minus 

$2,000)  divided  by  53 _ _  2,  000 

March:  $104,000  ($106,000  minus 

$2,090)  divided  by  52 . .  2,000 

For  the  remaining  nine  months  (simi¬ 
larly  computed) _ 18,000 


.  Total  amortization  deduction 

for  1955 . . . -  24,  000 


Since  the  Z  Corporation  elected  in  its  return 
for  1954  to  take  amortization  deductions 
with  respect  to  such  facility  and  to  begin  the 
60-month  amortization  period  with  July 
1954,  it  must  compute  its  amortization  de¬ 
ductions  for  the  12  months  in  the  taxable 
year  1955  on  the  basis  of  the  remaining 
months  of  the  established  60-month  amorti¬ 
zation  period,  as  indicated  in  the  above 
computation. 

§  1.168-2  Election  of  amortization — 

(a)  General  rule.  An  election  by  the 
taxpayer  to  take  amortization  deductions 
with  respect  to  an  emergency  facility  and 
to  begin  the  60-month  amortization  pe¬ 
riod  either  with  the  month  following  the 
month  in  which  such  facility  was  com¬ 
pleted  or  acquired,  or  with  the  taxable 
year  succeeding  the  taxable  year  in  which 
such  facility  was  completed  or  acquired, 
shall  be  made  by  a  statement  to  that 
effect  in  its  return  for  the  taxable  year 
in  which  falls  the  first  month  of  the 
60-month  amortization  period  so  elected. 

(b)  Election  not  made  in  prescribed 
manner.  If  the  statement  of  election  is 
not  made  by  the  taxpayer  as  prescribed 
in  paragraph  (a)  of  this  section,  it  may, 
in  the  discretion  of  the  Commissioner 
and  for  good  cause  shown,  be  made  in 
such  manner  and  form  and  within  such 
time  as  may  be  approved  by  the  Com¬ 
missioner 

(c)  Other  requirements  and  consider - 
ations.  No  method  of  making  such  elec¬ 
tion  other  than  those  prescribed  in  this 
section  and  corresponding  sections  of 
prior  regualtions  is  permitted.  Any 
statement  of  election  should  contain  a 
description  clearly  identifying  each 
emergency  facility  for  which  an  amor¬ 
tization  deduction  is  claimed.  A  tax¬ 
payer  which  does  not  elect,  in  the  manner 
prescribed  in  this  section  or  correspond¬ 
ing  sections  of  prior  regulations,  to  take 
amortization  deductions  with  respect  to 
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an  emergency  facility  shall  not  be  en¬ 
titled  to  such  deductions. 

§1.168-3  Election  to  discontinue 
amortization,  (a)  If  a  taxpayer  has 
elected  to  take  amortization  deductions 
with  respect  to  an  emergency  facility,  it 
may,  after  such  election  and  prior  to 
the  expiration  of  the  6  3 -month  amorti¬ 
zation  period,  discontinue  the  amortiza¬ 
tion  deductions  for  the  remainder  of  the 
60 -month  period.  An  election  to  dis¬ 
continue  the  amortization  deductions 
shall  be  made  by  a  notice  in  writing  filed 
with  the  district  director  for  the  district 
in  which  the  return  of  the  taxpayer  is 
required  to  be  filed,  specifying  the  month 
as  of  the  beginning  of  which  the  tax¬ 
payer  elects  to  discontinue  such  deduc¬ 
tions.  Such  notice  shall  be  filed  before 
the  beginning  of  the  month  specified 
therein,  and  shall  contain  a  description 
clearly  identifying  the  emergency  facil¬ 
ity  with  respect  to  which  the  taxpayer 
elects  to  discontinue  the  amortization 
deductions.  If  the  taxpayer  so  elects  to 
discontinue  the  amortization  deductions, 
it  shall  not  be  entitled  to  any  further 
amortization  deductions  with  respect  to 
such  facility. 

(b)  A  taxpayer  which  thus  elects  to 
discontinue  amortization  deductions  with 
respect  to  an  emergency  facility  is  en¬ 
titled,  if  such  facility  is  depreciable  prop¬ 
erty  under  section  167  and  the 
regulations  thereunder,  to  a  deduction 
for  depreciation  with  respect  to  such  fa¬ 
cility.  The  deduction  for  depreciation 
shall  begin  with  the  first  month  as  to 
which  the  amortization  deduction  is  not 
applicable,  and  shall  be  computed  on 
the  adjusted  basis  of  the  property  as  of 
the  beginning  of  such  month  (see  sec¬ 
tion  1011  and  the  regulations  there¬ 
under)  . 

(c)  This  section  may  be  illustrated  by 
the  following  example : 

Example.  On  July  1,  1954,  the  X  Corpo¬ 
ration,  which  makes  its  income  tax  returns 
on  the  calendar  year  basis,  purchases  an 
emergency  facility,  consisting  of  land  with 
a  building  thereon,  at  a  cost  of  $306,000  of 
which  $60,000  is  allocable  to  the  land  and 
$246,000  to  the  building.  The  certificate 
covers  the  entire  acquisition.  The  corpora¬ 
tion  elects  to  take  amortization  deductions 
with  respect  to  the  facility  and  to  begin  the 
60-month  amortization  period  with  the  tax¬ 
able  year  1955.  Depreciation  of  the  building 
in  the  amount  of  $6,000  is  deducted  and  al¬ 
lowed  for  the  taxable  year  1954.  On  March 
25,  1956,  the  corporation  files  notice  with 
the  district  director  of  its  election  to  discon¬ 
tinue  the  amortization  deductions  beginning 
with  the  month  of  April  1956.  The  adjusted 
basis  of  the  facility  on  January  31,  1955,  is 
$300,000,  or  the  cost  of  the  facility  ($306,000) 
less  the  depreciation  allowed  for  1954 
($6,000).  The  amortization  deductions  for 
the  taxable  year  1955  and  the  months  of 
January,  February,  and  March  1956,  amount 
to  $75,000,  or  $5,000  per  month  for  15 
months.  Since,  at  the  beginning  of  the 
amortization  period  (January  1,  1955),  the 
adjusted  basis  of  the  land  ($60,000)  is  one- 
fifth  of  the  adjusted  basis  of  the  entire  fa¬ 
cility  ($300,000)  and  since  there  are  no  ad¬ 
justments  to  basis  other  than  on  account 
of  amortization  during  the  period,  the  ad¬ 
justed  basis  of  the  land  should  be  reduced 
by  $15,000,  or  one-fifth  of  the  entire  amorti¬ 
zation  deduction,  and  the  adjusted  basis  of 
the  building  should  be  reduced  by  $60,000, 
or  four-fifths  of  the  entire  amortization  de¬ 
duction.  Accordingly,  the  adjusted  basis  of 
the  facility  as  of  April  1,  1956,  is  $225,000,  of 
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which  $180,000  Is  allocable  to  the*i>uilding  for 
the  purpose  of  depreciation  deductions  under 
section  167,  and  $45,000  is  allocable  to  the  " 
land. 

§  1.168-4  Definitions.  As  used  in  the 
regulations  under  section  168,  the  term — 

(a)  “Certifying  authority”  means  the 
certifying  authority  designated  by  the 
President  by  Executive  order. 

(b)  “Emergency  facility”  means  any 
facility,  land,  building,  machinery,  or 
equipment,  or  any  part  thereof,  the  ac¬ 
quisition  of  which  occurred  after  De¬ 
cember  31,  1949,  or  the  construction, 
reconstruction,  .^rection,  or  installation 
of  which  was  completed  after  such  date, 
and  with  respect  to  which  a  certificate 
under  section  168  (e)  has  been  made. 
In  the  case  of  an  application  for  a  cer¬ 
tificate  under  section  168  (e)  which  is 
filed  after  March  23,  1951,  only  the  part 
of  any  such  facility  which  is  constructed, 
reconstructed,  erected,  or  installed  by 
any  person  not  earlier  than  six  months 
prior  to  the  filing  of  such  application, 
and  which  is  certified  in  accordance  with 
section  168  (e),  shall  be  deemed  to  be 
an  emergency  facility,  notwithstanding 
that  the  other  part  of  such  facility  was 
constructed,  reconstructed,  erected,  or 
installed  earlier  than  six  months  prior  to 
the  filing  of  such  application.  The  term 
“emergency  facility,”  as  so  defined,  may 
include,  among  other  things,  improve¬ 
ments  of  land,  such  as  the  construction 
of  roads,  bridges,  and  airstrips,  and  the 
dredging  of  channels. 

(c)  “Emergency  period”  means  the 
period  beginning  on  January  1, 1950,  and 
ending  on  the  date  on  which  the  Presi¬ 
dent  proclaims  that  the  utilization  of  a 
substantial  portion  of  the  certified  emer¬ 
gency  facilities  is  no  longer  required  in 
the  interest  of  national  defense. 

§  1.168-5  Adjusted  basis  of  emer¬ 
gency  facility — (a)  In  general.  (1)  The 
adjusted  basis  of  an  emergency  facility 
for  the  purpose  of  computing  the  amor¬ 
tization  deduction  may  differ  from  what 
would  otherwise  constitute  the  adjusted 
basis  of  such  emergency  facility,  in  that 
it  shall  be  the  adjusted  basis  for  deter¬ 
mining  gain  (see  sections  1011-1022,  in¬ 
clusive)  and  in  that  it  may  be  only  a 
portion  of  what  would  otherwise  con¬ 
stitute  the  adjusted  basis.  It  will  be  only 
a  portion  of  such  other  adjusted  basis  if 
only  a  portion  of  the  basis  (unadjusted) 
is  attributable  to  certified  construction, 
reconstruction,  erection,  installation,  or 
acquisition  taking  place  after  December 
31,  1949.  Also,  it  will  be  only  a  portion 
of  what  would  otherwise  constitute  the 
adjusted  basis  of  the  emergency  facility 
if  only  a  portion  of  the  basis  (unad¬ 
justed)  is  certified  as  attributable  to  de¬ 
fense  purposes.  It  is  therefore  necessary 
first  to  determine  the  unadjusted  basis 
of  the  emergency  facility  from  which  the 
adjusted  basis  for  amortization  purposes 
is  derived. 

(2)  The  unadjusted  basis  for  amor¬ 
tization  purposes  is  the  same  as  the 
unadjusted  basis  otherwise  determined 
only  when  the  entire  construction,  re¬ 
construction,  erection,  installation,  or 
acquisition  takes  place  after  December 
31, 1949,  and  is  certified  in  its  entirety  by 
the  certifying  authority. 


(3)  In  cases  in  which  only  a  portion  of 
the  construction,  reconstruction,  erec¬ 
tion,  installation,  or  acquisition  takes 
place  after  December  31,  1949,  and  that 
portion  is  certified  in  its  entirety  by  the 
certifying  authority,  the  unadjusted  basis 
for  the  purpose  of  amortization  is  so 
much  of  the  entire  unadjusted  basis  as 
is  attributable  to  the  certified  construc¬ 
tion,  reconstruction,  erection,  installa¬ 
tion,  or  acquisition  which  takes  place 
after  December  31,  1949.  For  example, 
the  X  Corporation  begins  the  construc¬ 
tion  of  a  facility  on  November  15,  1949, 
and  such  facility  is  completed  on  April 
1,  1952,  at  a  cost  of  $5,000,000,  of  which 
$4,600,000  is  attributable  to  construction 
after  December  31, 1949.  The  entire  con¬ 
struction  after  December  31,  1949,  is  cer¬ 
tified  by  the  certifying  authority.  The 
unadjusted  basis  of  the  emergency  fa¬ 
cility  for  amortization  purposes  is  there¬ 
fore  $4,600,000.  For  depreciation  of  the 
remaining  portion  ($400,000)  of  the  cost, 
see  §  1.168-6. 

(4)  If  the  certifying  authority  certi¬ 
fies  only  a  portion  of  the  construction, 
reconstruction,  erection,  installation,  or 
acquisition  of  property  which  takes  place 
after  December  31,  1949,  the  unadjusted 
basis  for  amortization  purposes  is  limited 
to  such  portion  so  certified.  Assuming 
the  same  factS"as  in  the  example  in  sub- 
paragraph  (3)  of  this  paragraph,  except 
that  only  50  percent  of  the  construction, 
reconstruction,  erection,  installation,  or 
acquisition  after  December  31,  1949,  is 
certified,  the  unadjusted  basis  for  amor¬ 
tization  purposes  is  50  percent  of 
$4,600,000,  or  $2,300,000. 

(5)  The  adjusted  basis  of  an  emer¬ 
gency  facility  for  amortization  purposes 
is  the  unadjusted  basis  for  amortization 
purposes  less  the  adjustments  properly 
applicable  thereto.  Such  adjustments 
are  those  specified  in  sections  1016  and 
1017,  except  that  no  adjustments  are  to 
be  taken  into  account  which  increase 
the  adjusted  basis.  (See  paragraph  (b) 
of  this  section.)  If  the  taxpayer  con¬ 
structs,  reconstructs,  erects,  installs,  or 
acquires  an  emergency  facility  pursuant 
to  a  cost  reimbursement  contract  with 
an  obligation  for  reimbursement  by  the 
United  States  of  all  or  a  part  of  the  cost 
of  such  facility,  the  unadjusted  basis  of 
such  facility  for  amortization  purposes 
shall  not  include  that  part  of  the  cost 
for  which  the  taxpayer  is  entitled  to  re¬ 
imbursement,  and  the  amount  received 
as  reimbursement  shall  be  treated  as  a 
capital  receipt.  However,  amounts  re¬ 
ceived  by  a  taxpayer  which  represent  in 
fact  compensation  by  reason  of  termina¬ 
tion  of  a  government  contract  or  pay¬ 
ment  for  articles  under  such  a  contract, 
though  denominated  reimbursements  for 
all  or  a  part  of  the  cost  of  an  emergency 
facility,  are  not  to  be  treated  as  capital 
receipts  but  are  to  be  taken  into  account 
in  computing  income,  and  are  therefore 
not  to  be  applied  in  reduction  of  the 
basis  of  such  facility. 

(6)  The  following  examples  will  il¬ 
lustrate  the  computation  of  the  adjusted 
basis  of  an  emergency  facility  for  amor¬ 
tization  purposes: 

Example  (1).  The  X  Corporation  com¬ 
pletes  an  emergency  facility  on  July  1,  1954, 
the  entire  unadjusted  basis  of  which  is  $500,- 


000,  and  the  unadjusted  basis  of  which  for 
the  purpose  of  amortization  is  $300,000.  The 
X  Corporation  elects  to  begin  amortization 
as  of  January  1,  1955.  The  only  adjustment 
to  basis  for  the  period  July  1,  1954,  to  Jan¬ 
uary  31,  1955,  other  than  depreciation  or 
amortization  for  January  1955,  is  $5,000  for 
depreciation  for  the  last  six  months  of  1954. 
The  adjusted  basis  for  the  purpose  of  amorti¬ 
zation  is  therefore  $300,000  less  $3,000 
(300,000/500,000  X  $5,000),  or  $297,000. 

Example  (2).  On  July  31,  1956,  the  Y  Cor¬ 
poration  has  an  emergency  facility  (a  build¬ 
ing)  which  was  completed  on  July  1,  1952, 
the  entire  basis  of  which  is  $500,000  and  the 
unadjusted  basis  of  which  for  the  purpose 
of  amortization  is  $300,000.  The  corporation 
elected  to  begin  amortization  as  of  January 
1,  1953,  at  which  time  it  was  entitled  to 
$5,000  depreciation  for  the  last  six  months 
of  1952.  On  July  1,  1956,  the  facility  was 
damaged  by  fire,  as  the  result  of  which  its 
adjusted  basis  is  properly  reduced  by  $200,- 
000.  The  adjusted  basis  of  the  emergency 
facility  as  of  July  1956  for  the  purpose  of 
amortization  and  depreciation,  and  the  ad¬ 
justed  basis  for  other  purposes,  are  $23,849.18, 
$49,250.82,  and  $73,100.00,  respectively,  com¬ 
puted  as  follows: 


For 

For  amor- 

For  deprc- 

Other 

tizatiou 

elation 

pur¬ 

poses 

Unadjusted  basis _ 

Loss  depreciation  to 

$300,000.00 

$200,000.00 

$500,000 

Jan.  1,  1953 . 

3,000.00 

2, 000.00 

6,000 

Adjusted  basis 

January  1953 _ 

297, 000. 00 

198,000.00 

495,000 

Less  amortization  for 

42  months . . 

207, 900. 00 

207,900 

Less  depreciation  for 

42  months  __  _ 

14, 000.00 

14,000 

Adjusted  basis  at 

time  of  fire.  ... 

89, 100. 00 

184, 000.00 

273, 100 

Less  fire  loss  (appor- 

tioned  as  explained 

65, 250. 82 

134, 749. 18 

200,000 

Adjusted  basis 

after  fire  loss.... 

23, 849. 18 

49, 250.  82 

73, 100 

The  $200,000  fire  loss  is  applied  against  the 
adjusted  basis  for  the  purpose  of  amortiza¬ 
tion  and  the  adjusted  basis  for  the  purpose 
of  depreciation  in  the  proportion  that  each 
such  adjusted  basis  at  the  time  of  the  fire 
bears  to  their  sum,  i.  e.,  89,100/273,100  X  $200,- 
000  or  $65,250.82,  against  the  amortization 
basis,  and  184,000/273,100  X $200,000,  or  $134,- 
749.18  against  the  depreciation  basis. 

(b)  Capital  additions.  (1)  If,  after 
the  completion  or  acquisition  of  an  emer¬ 
gency  facility  which  has  been  certified 
by  the  certifying  authority,  further  ex¬ 
penditures  are  made  for  construction,  re¬ 
construction,  erection,  installation,  or 
acquisition  attributable  to  such  facility 
but  not  covered  by  such  certification, 
such  expenditures  shall  not  be  added  to 
the  adjusted  basis  of  the  emergency  fa¬ 
cility  for  amortization  purposes  under 
such  certification.  If  such  further  ex¬ 
penditures  are  separately  certified  in  ac¬ 
cordance  with  the  provisions  of  section 
168  (e)  (1)  and  this  section,  they  are 
treated  as  certified  expenditures  in  con¬ 
nection  with  a  new  and  separate  emer¬ 
gency  facility  and,  if  proper  election  is 
made,  will  be  taken  into  account  in  com¬ 
puting  the  adjusted  basis  of  such  new 
and  separate  emergency  facility  for  the 
purpose  of  amortization. 

(2)  The  application  of  subparagraph 
(l)of  this  paragraph  may  be  illustrated 
by  the  following  example: 
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Example.  On  March  1,  1954,  the  certify¬ 
ing  authority  certifies  as  an  emergency  fa¬ 
cility  a  heating  plant  proposed  to  be  con¬ 
structed  by  the  Z  Corporation.  Such  facility 
is  completed  on  July  1,  1954.  The  Z  Corpora¬ 
tion,  on  August  1,  1954,  begins  the  installa¬ 
tion  in  the  plant  of  an  additional  boiler, 
which  is  not  included  in  the  certification  for 
the  plant  but  is  certified  as  a  new  and  sep¬ 
arate  emergency  facility.  For  amortization 
purposes,  the  adjusted  basis  of  the  heating 
plant  is  determined  without  including  the 
cost  of  the  additional  boiler.  Such  cost  is 
taken  into  account  in  computing  the  ad¬ 
justed  basis  of  the  new  and  separate  emer¬ 
gency  facility  (the  boiler),  as  to  which  the 
taxpayer  has  a  separate  election  for  amorti¬ 
zation  purposes  and  a  separate  amortization 
period. 

§  1.168-6  Depreciation  of  portion  of 
emergency  facility  not  subject  to  amorti¬ 
zation.  (a)  The  rule  that  an  amortiza¬ 
tion  deduction  with  respect  to  an  emer¬ 
gency  facility  is  in  lieu  of  any  deduction 
for  depreciation  which  would  otherwise 
be  allowable  under  section  167  is  subject 
to  the  exception  provided  in  section  168 
(f).  Under  this  exception,  if  the  prop¬ 
erty  constituting  such  facility  is  de¬ 
preciable  property  under  section  167  and 
the  regulations  thereunder  and  if  the 
adjusted  basis  of  such  facility  as  com¬ 
puted  under  section  1011  for  purposes 
other  than  the  amortization  deductions 
is  in  excess  of  the  adjusted  basis  com¬ 
puted  for  the  purpose  of  the  amortiza¬ 
tion  deductions,  then  the  excess  shall  be 
charged  off  over  the  useful  life  of  the 
facility  and  recovered  through  deprecia¬ 
tion  deductions.  Thus,  if  the  construc¬ 
tion  of  an  emergency  facility  is  begun 
on  or  before  December  31,  1949,  and 
completed  after  such  date,  no  amortiza¬ 
tion  deductions  are  allowable  with  re¬ 
spect  to  the  amount  attributable  to  such 
construction  on  or  before  such  date  (see 
§1.168-5).  However,  if  the  property 
constituting  such  facility  is  depreciable 
property  under  section  167  and  the  reg¬ 
ulations  thereunder,  then  the  deprecia¬ 
tion  deduction  provided  by  such  section 
and  regulations  is  allowable  with  respect 
to  the  amount  attributable  to  such  con¬ 
struction  on  or  before  December  31, 1949. 

(b)  Similarly,  if  only  a  portion  of  the 
construction,  reconstruction,  erection, 
installation,  or  acquisition  after  Decem¬ 
ber  31, 1949,  of  an  emergency  facility  has 
been  certified  by  the  certifying  authority, 
and  if  such  facility  is  depreciable  prop¬ 
erty  under  section  167  and  the  regula¬ 
tions  thereunder,  then  the  depreciation 
deduction  provided  by  such  section  and 
regulations  is  allowable  with  respect  to 
the  portion  which  has  not  been  so 
certified. 

(c)  For  illustration  of  the  treatment 
of  a  depreciable  portion  of  an  emergency 
facility,  see  example  (2)  in  §  1.168-5  (a) 
(6). 

§  1.168-7  Payment  by  United  States 
of  unamortized  cost  of  facility.  •  (a)  Sec¬ 
tion  168  (g)  contemplates  that  certain 
payments  may  be  made  by  the  United 
States  to  a  taxpayer  as  compensation  for 
the  unamortized  cost  of  an  emergency 
facility.  If  any  such  payment  is  properly 
includible  in  gross  income  and  has  been 
certified,  as  provided  in  section  168  (g), 
as  having  been  paid  under  the  circum¬ 
stances  described  therein,  a  taxpayer 
which  is  recovering  the  adjusted  basis 


of  an  emergency  facility  through  amor¬ 
tization  rather  than  depreciation  may 
elect  to  take  an  amount  equal  to  such 
payment  as  an  amortization  deduction 
with  respect  to  such  facility  for  the 
month  in  which  such  payment  is  so  in¬ 
cludible.  Such  amortization  deduction 
shall  be  in  lieu  of  the  amortization  de¬ 
duction  otherwise  allowable  with  respect 
to  such  facility  for  such  month,  but  it 
shall  not  in  any  case  exceed  the  adjusted 
basis  of  such  facility  (see  §  1.168-5)  as  of 
the  end  of  such  month  (computed  with¬ 
out  regard  to  any  amortization  deduc¬ 
tion  for  such  month).  The  election 
referred  to  in  this  paragraph  shall  be 
made  in  the  return  for  the  taxable  year 
in  which  the  amount  of  such  payment  is 
includible  in  gross  income. 

(b)  If  a  taxpayer  is  recovering  the  ad¬ 
justed  basis  of  an  emergency  facility 
through  depreciation  rather  than  amor¬ 
tization,  the  depreciation  deduction  al¬ 
lowable  under  section  167  for  the  month 
in  which  the  amount  of  any  such  pay¬ 
ment  is  includible  in  gross  income  shall, 
at  the  taxpayer’s  election,  be  increased 
by  such  amount;  but  the  total  deduc¬ 
tion  with  respect  to  the  certified  portion 
of  such  facility  shall  not  in  any  case  ex¬ 
ceed  the  adjusted  basis  of  such  facility 
(computed  as  provided  in  section  168 
(e)  and  §  1.168-5  for  amortization  pur¬ 
poses)  as  of  the  end  of  such  month 
(computed  without  regard  to  any 
amount  allowable  for  such  month  under 
section  167  or  168  (g)  (2) ).  The  election 
referred  to  in  this  paragraph  shall  be 
made  in  the  return  for  the  taxable  year 
in  which  the  amount  of  such  payment 
is  includible  in  gross  income. 

(c)  This  section  may  be  illustrated  by 
the  following  examples: 

Example  ( 1 ).  On  January  31,  1954,  the 
X  Corporation  purchases  an  emergency  fa¬ 
cility  at  a  cost  of  $6C0,000.  The  certificate 
covers  the  entire  acquisition.  The  X  Corpo¬ 
ration  elects  to  take  amortization  deductions 
with  respect  to  such  facility  and  to  begin 
the  60-month  amortization  period  with  Feb¬ 
ruary  1954,  the  month  following  the  month 
of  acquisition.  On  July  15,  1955,  as  a  result 
of  the  cancellation  of  certain  contracts  with 
the  X  Corporation,  the  United  States  makes 
a  payment  of  $300,000  to  the  corporation  as 
compensation  for  the  unamortized  cost  of 
such  facility.  The  $300,000  payment  is  in¬ 
cludible  in  the  X  Corporation’s  gross  income 
for  July  1955.  The  adjusted  basis  of  such 
facility  for  amortization  purposes  as  of  the 
end  of  July  1955,  computed  without  regard 
to  any  amortization  deduction  for  such 
month,  is  $430,000.  Accordingly,  the  corpo¬ 
ration  is  entitled  to  take  an  amortization  de¬ 
duction  of  $300,000  for  such  month,  in  lieu 
of  the  $10,000  amortization  deduction  which 
is  otherwise  allowable. 

Example  (2).  On  November  30,  1954,  the 
Y  Corporation  purchases  an  emergency  facil¬ 
ity,  consisting  of  land  with  a  building  there¬ 
on,  at  a  cost  of  $500,000,  of  which  $200,000  is 
allocable  to  the  land  and  $300,000  to  the 
building.  The  certificate  covers  the  entire 
acquisition.  The  Y  Corporation  does  not 
elect  to  take  amortization  deductions  with 
respect  to  such  facility,  but  is  entitled  to  a 
depreciation  deduction  with  respect  to  the 
building  at  the  rate  of  3  percent  per  annum, 
or  $750  per  month.  On  August  12,  1956,  as  a 
result  of  cancellation  of  certain  contracts, 
the  United  States  makes  a  payment  of  $400,- 
000  to  the  organization  as  compensation  for 
the  unrecovered  cost  of  such  facility'.  The 
$400,000  is  includible  in  the  Y  Corporation’s 
gross  income  for  August  1956.  The  adjusted 


basis  of  the  facility  as  of  the  end  of  August 
1956,  computed  without  regard  to  deprecia¬ 
tion  for  such  month,  is  $485,000,  of  which 
amount  $200,000  is  allocable  to  the  land  and 
$285,000  to  the  building.  Accordingly,  the 
corporation  is  enttiled  to  increase  the  $750 
depreciation  deduction  for  August  1956  by 
the  full  amount  of  the  $400,000  payment. 

§  1.169  Statutory  provisions ;  amor - 
tization  of  grain-storage  facilities. 

Sec.  169.  Amortization  of  grain-storage  fa¬ 
cilities — (a)  Allowance  of  deduction — (1) 
Original  owner.  Any  person  who  constructs, 
reconstructs,  or  erects  a  grain-storage  facility 
(as  defined  in  subsection  (d))  shall,  at  his 
election,  be  entitled  to  a  deduction  with  re¬ 
spect  to  the  amortization  of  the  adjusted 
basis  (for  determining  gain)  of  such  facility 
based  on  a  period  of  60  months.  The  60- 
month  period  shall  begin  as  to  any  such 
facility,  at  the  election  of  the  taxpayer,  with 
the  month  following  the  month  in  which  the 
facility  was  completed,  or  with  the  succeed¬ 
ing  taxable  year. 

(2)  Subsequent  owners.  Any  person  who 
acquires  a  grain-storage  facility  from  a  tax¬ 
payer  who — 

(A)  Elected  under  subsection  (b)  to  take 
the  amortization  deduction  provided  by  this 
subsection  with  respect  to  such  facility,  and 

(B)  Did  not  discontinue  the  amortization 
deduction  pursuant  to  subsection  (c), 

shall,  at  his  election,  be  entitled  to  a  deduc¬ 
tion  with  respect  to  the  adjusted  basis 
(determined  under  subsection  (e)  (2))  of 
such  facility  based  on  the  period,  if  any,  re¬ 
maining  (at  the  time  of  acquisition)  in  the 
60-month  period  elected  under  subsection 
(b)  by  the  person  who  constructed,  recon¬ 
structed,  or  erected  such  facility. 

(3)  Amount  of  deduction.  The  amortiza¬ 
tion  deduction  provided  in  paragraphs  (1) 
and  (2)  shall  be  an  amount,  with  respect  to 
each  month  of  the  amortization  period 
within  the  taxable  year,  equal  to  the  ad¬ 
justed  basis  of  the  facility  at  the  end  of  such 
month,  divided  by  the  number  of  months 
(including  the  month  for  which  the  deduc¬ 
tion  is  computed)  remaining  in  the  period. 
Such  adjusted  basis  at  the  end  of  the  month 
shall  be  computed  without  regard  to  the 
amortization  deduction  for  such  month. 
The  amortization  deduction  above  provided 
with  respect  to  any  month  shall  be  in  lieu  of 
the  depreciation  deduction  with  respect  to 
such  facility  for  such  month  provided  by 
section  167. 

(b)  Election  of  amortization.  The  election 
of  the  taxpayer  under  subsection  (a)  (1) 
to  take  the  amortization  deduction  and  to 
begin  the  60-month  period  with  the  month 
following  the  month  in  which  the  facility  was 
completed  shall  be  made  only  by  a  statement 
to  that  effect  in  the  return  for  the  taxable 
year  in  which  the  facility  was  completed. 
The  election  of  the  taxpayer  under  subsection 
(a)  (1)  to  take  the  amortization  deduction 
and  to  begin  such  period  with  the  taxable 
year  succeeding  such  year  shall  be  made  only 
by  a  statement  to  that  effect  in  the  return 
for  such  succeeding  taxable  year.  The  elec¬ 
tion  of  the  taxpayer  under  subsection  (a)  (2) 
to  take  the  amortization  deduction  shall  be 
made  only  by  a  statement  to  that  effect  in 
the  return  for  the  taxable  year  in  which  the 
facility  was  acquired.  Notwithstanding  the 
preceding  three  sentences,  the  election  of 
the  taxpayer  under  subsection  (a)  (1)  or  (2) 
may  be  made,  under  such  regulations  as  the 
Secretary  or  his  delegate  may  prescribe,  be¬ 
fore  the  time  prescribed  in  the  applicable 
sentence. 

(c)  Termination  of  amortization  deduc¬ 
tion.  A  taxpayer  which  has  elected  under 
subsection  (b)  to  take  the  amortization  de¬ 
duction  provided  in  subsection  (a)  may,  at 
any  time  after  making  such  election,  dis¬ 
continue  the  amortization  deduction  with 
respect  to  the  remainder  of  the  amortization 
period,  such  discontinuance  to  begin  as  of 
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the  beginning  of  any  month  specified  by  the 
taxpayer  in  a  notice  in  writing  filed  with  the 
Secretary  or  his  delegate  before  the  begin¬ 
ning  of  such  month.  The  depreciation  de¬ 
duction  provided  under  section  167  shall  be 
allowed,  beginning  with  the  first  month  as 
to  which  the  amortization  deduction  does 
not  apply,  and  the  taxpayer  shall  not  be 
entitled  to  any  further  amortization  deduc¬ 
tion  with  respect  to  such  facility. 

(d)  Definition  of  grain-storage  facility. 
For  purposes  of  this  section,  the  term  “grain- 
storage  facility”  means — 

(1)  Any  corn  crib,  grain  bln,  or  grain  ele¬ 
vator,  or  any  similar  structure  suitable  pri¬ 
marily  for  the  storage  of  grain,  which  crib, 
bin,  elevator,  or  structure  Is  intended  by  the 
taxpayer  at  the  time  of  his  election  to  be 
used  for  the  storage  of  grain  produced  by 
him  (or,  If  the  election  is  made  by  a  part¬ 
nership,  produced  by  the  members  thereof ) ; 
and 

(2)  Any  public  grain  warehouse  perma¬ 
nently  equipped  for  receiving,  elevating,  con¬ 
ditioning,  and  loading  out  grain,  the  con¬ 
struction.  reconstruction,  or  erection  of 
which  was  completed  after  December  31, 
1952,  and  on  or  before  December  31,  1956. 
If  any  structure  described  in  clause  (1)  or 
(2)  of  the  preceding  sentence  is  altered  or 
remodeled  so  as  to  Increase  its  capacity  for 
the  storage  of  grain,  or  if  any  structure  is 
converted,  through  alteration  or  remodeling, 
into  a  structure  so  described,  and  if  such 
alteration  or  remodeling  was  completed  after 
December  31,  1952,  and  on  or  before  Decem¬ 
ber  31,  1956,  such  alteration  or  remodeling 
shall  be  treated  as  the  construction  of  a 
grain-storage  facility.  The  term  “grain- 
storage  facility”  shall  include  only  property 
of  a  character  which  is  subject  to  the  allow¬ 
ance  for  depreciation  provided  in  section  167. 
The  term  "grain-storage  facility”  shall  not 
include  any  facility  any  part  of  which  is  an 
emergency  facility  within  the  meaning  of 
section  168  of  this  title. 

(e)  Determination  of  adjusted  basis — (1) 
Original  owners.  For  purposes  of  subsection 
(a)  (1)  — 

(A)  In  determining  the  adjusted  basis  of 
any  grain-storage  facility,  the  construction, 
reconstruction,  or  erection  of  which  was 
begun  before  January  1,  1953,  there  shall  be 
included  only  so  much  of  the  amount  of  the 
adjusted  basis  (computed  without  regard  to 
this  subsection)  as  is  properly  attributable 
to  such  construction,  reconstruction,  or 
erection  after  December  31,  1952;  and 

(B)  In  determining  the  adjusted  basis  of 
any  facility  which  is  a  grain-storage  facility 
within  the  meaning  of  the  second  sentence 
of  subsection  (d),  there  shall  be  included 
only  so  much  of  the  amount  otherwise  in¬ 
cluded  in  such  basis  as  i6  properly  attributa¬ 
ble  to  the  alteration  or  remodeling. 

If  any  existing  grain-storage  facility  as  de¬ 
fined  in  the  first  sentence  of  subsection  (d) 
is  altered  or  remodeled  as  provided  in  the 
second  sentence  of  subsection  (d),  the  ex¬ 
penditures  for  such  remodeling  or  alteration 
shall  not  be  applied  in  adjustment  of  the 
basis  of  such  existing  facility  but  a  separate 
basis  shall  be  computed  in  respect  of  such 
facility  as  if  the  part  altered  or  remodeled 
were  a  new  and  separate  grain -storage  facility. 

(2)  Subsequent  owners.  For  purposes  of 
subsection  (a)  (2),  the  adjusted  basis  of  any 
grain-storage  facility  shall  be  whichever  of 
the  following  amounts  is  the  smaller: 

(A)  The  basis  (unadjusted)  of  such  fa¬ 
cility  for  purposes  of  this  section  in  the 
hands  of  the  transferor,  donor,  or  grantor, 
adjusted  as  if  such  facility  in  the  hands  of 
the  taxpayer  had  a  substituted  basis  within 
the  meaning  of  section  1016  (b) ,  or 

(B)  So  much  of  the  adjusted  basis  (for 
determining  gain)  of  the  facility  in  the 
hands  of  the  taxpayer  (as  computed  without 
regard  to  this  subsection)  as  is  properly 
attributable  to  construction,  reconstruction, 
or  erection  after  December  31,  1952. 


(f)  Depreciation  deduction.  If  the  ad¬ 

justed  basis  of  the  grain-storage  facility 
(computed  without  regard  to  subsection  (e) ) 
exceeds  the  adjusted  basis  computed  under 
subsection  (e),  the  depreciation  deduction 
provided  by  section  167  shall,  despite  the 
provisions  of  subsection  (a)  (3)  of  this 

section,  be  allowed  with  respect  to  such 
grain-storage  facility  as  if  the  adjusted  basis 
for  the  purpose  of  such  deduction  were  an 
amount  equal  to  the  amount  of  such  excess. 

(g)  Life  tenant  and  remainderman.  In 
the  case  of  property  held  by  one  person  for 
life  with  remainder  to  another  person,  the 
amortization  deduction  provided  in  subsec¬ 
tion  (a)  shall  be  computed  as  if  the  life 
tenant  were  the  absolute  owner  of  the  prop¬ 
erty  and  shall  be  allowed  to  the  life  tenant. 

§  1.169-1  General  scope  of  section 
169.  (a)  Section  169  provides  for  the 

amortization  of  grain-storage  facilities, 
as  defined  therein,  over  a  period  of  60 
months.  The  amortization  deduction  is 
allowable  at  the  election  of  the  taxpayer 
and  subject  to  the  provisions  of  section 
169.  The  amortization  deduction  is  not 
only  allowable  to  the  original  owner  of  a 
grain-storage  facility,  but  may  be  allow¬ 
able  to  any  subsequent  owner  who  ac¬ 
quires  the  facility  from  another  person 
who  elected  to  take  the  amortization  de¬ 
duction  and  had  not  discontinued  such 
deduction  under  the  statute.  In  the  case 
of  the  original  owner  of  a  grain-storage 
facility  the  amortization  period  is  60 
months.  .  For  a  subsequent  owner  the 
amortization  period  is  the  period,  if  any, 
remaining  at  the  time  of  his  acquisition 
in  the  60 -month  period  elected  by  the 
person  who  completed  construction,  re¬ 
construction,  or  erection  of  the  grain- 
storage  facility. 

(b)  Cross-references:  For  the  right  of 
estates  and  trusts  to  amortize  grain - 
storage  facilities,  see  section  642  (f )  and 
the  regulations  thereunder.  For  the  al¬ 
lowance  of  the  amortization  deduction 
in  the  case  of  grain-storage  facilities  of 
partnerships,  see  section  703  (b)  and  the 
regulations  thereunder. 

§  1.169-2  Definition  of  grain-storage 
facility — (a)  General.  For  the  purpose 
of  section  169  the  term  “grain-storage 
facility”  means — 

(1)  Any  corn  crib,  grain  bin,  or  grain 
elevator,  or  any  similar  structure  suit¬ 
able  primarily  for  the  storage  of  grain, 
but  only  if  the  taxpayer  at  the  time  of  his 
election  to  take  the  amortization  deduc¬ 
tion  allowed  under  section  169  intends 
such  crib,  bin,  elevator,  or  structure  to  be 
used  for  the  storage  of  grain  produced  by 
him  or,  in  case  the  election  to  take  the 
amortization  deduction  is  made  by  a 
partnership,  only  if  such  crib,  bin,  eleva¬ 
tor,  or  structure  is  intended  by  the  part¬ 
nership  at  the  time  of  its  election  to  be 
used  for  the  storage  of  grain  produced 
by  members  of  the  partnership;  and 

(2)  Any  public  grain  warehouse  or 
elevator  permanently  equipped  for  re¬ 
ceiving,  elevating,  conditioning,  and 
loading  out  grain, 

the  construction,  reconstruction,  or  erec¬ 
tion  of  which  was  completed  after  De¬ 
cember  31,  1952,  and  on  or  before 
December  31,  1956.  The  term  “grain” 
includes  all  products  commonly  classed 
as  grain,  such  as  wheat,  corn,  oats,  bar¬ 
ley,  rye,  rice,  soybeans,  grain  sorghums, 
flaxseed,  and  dry  edible  beans. 


(b)  Private  grain-storage  facilities. 
In  the  case  of  any  structure  described 
in  paragraph  (a)  (1)  of  this  section,  the 
construction,  reconstruction,  or  erection 
of  which  was  completed  after  December 
31,  1952,  and  on  or  before  December  31, 
1956,  the  taxpayer  at  the  time  of  his 
election  to  take  the  amortization  deduc¬ 
tion  with  respect  to  the  structure  must 
intend  to  use  the  facility  for  the  storage 
of  grain  produced  or  to  be  produced  by 
him.  If  the  election  is  made  by  a  part¬ 
nership,  the  structure  must  be  intended 
at  the  time  of  the  election  to  be  used  for 
the  storage  of  grain  produced  by  one  or 
more  members  of  the  partnership.  The 
statute  does  not  require  that  the  facility 
be  actually  used  at  the  time  of  the  elec¬ 
tion  for  the  storage  of  grain.  The  intent 
required  by  the  statute  at  the  time  of  the 
taxpayer’s  election  to  take  the  amortiza¬ 
tion  deduction  is  applicable  not  only  to 
the  original  owner  who  completed  the 
construction,  reconstruction,  or  erection 
of  the  facility,  but  to  any  subsequent 
owner  of  the  facility.  The  existence  of 
the  requisite  intent  is  a  question  of  fact 
to  be  ascertained  from  the  circumstances 
of  each  particular  case.  The  lack  of  the 
required  intent  with  respect  to  the  use 
of  the  facility  by  a  subsequent  owner  does 
not  affect  the  allowance  of  the  amortiza¬ 
tion  deduction  to  a  preceding  owner  for 
the  period  during  which  the  facility  was 
owned  by  him.  However,  the  absence  of 
the  required  intent  as  to  the  use  of  the 
facility  on  the  part  of  either  the  original 
owner  or  any  intervening  owner  pre¬ 
cludes  any  subsequent  owner  from  taking 
the  amortization  deduction  with  respect 
to  the  facility.  A  structure  is  not  suitable 
primarily  for  the  storage  of  grain  if  it 
is  of  a  type  customarily  used  for  other 
purposes,  even  though  it  may  actually  be 
used  for  storing  grain.  For  example,  no 
part  of  a  residential  dwelling  may  qualify 
as  a  grain-storage  facility.  Nor  is  a 
structure  suitable  primarily  for  the  stor¬ 
age  of  grain  unless  it  is  so  constructed  as 
to  be  especially  adapted  to  efficient  stor¬ 
age  of  grain.  Thus,  a  general  utility  type 
of  building  does  not  qualify  under  the 
statute  as  a  grain-storage  facility,  even 
though  it  may  be  actually  used  for  stor¬ 
ing  grain.  However,  structures  not  suit¬ 
able  primarily  for  the  storage  of  grain 
may  through  alteration  or  remodeling 
qualify  as  grain-storage  facilities  (see 
paragraph  (d)  of  this  section).  On  the 
other  hand,  a  structure  which  is  suitable 
primarily  for  the  storage  of  grain  is  not 
disqualified  under  the  statute  merely  be¬ 
cause  it  may  at  times  be  used  for  other 
purposes.  The  structures  described  in 
paragraph  (a)  (1)  of  this  section  may  in¬ 
clude  trackside  grain-storage  facilities. 

(c)  Public  grain-storage  facilities. 
The  term  “public  grain  warehouse”  as 
used  in  section  169  (d)  includes  only  a 
grain  warehouse  or  elevator  transacting 
business  with  members  of  the  general 
public.  The  amortization  deduction, 
however,  is  not  available  to  a  person  who 
stores  only  grain  purchased  for  con¬ 
sumption  in  his  business,  such  as  a  mill¬ 
ing  company  which  constructs  storage 
facilities  for  purchased  grain  held  for 
processing.  The  statute  also  requires 
that  the  grain  warehouse  or  elevator 
must  be  equipped  for  receiving,  elevat- 
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ing,  conditioning,  and  loading  out  grain, 
and  that  the  equipment  used  for  these 
purposes  must  be  permanently  installed. 
Such  equipment  is  considered  a  part  of 
the  grain  warehouse  or  elevator  for  the 
purpose  of  section  169.  A  grain  ware¬ 
house  or  elevator  using  portable  equip - 
mentyfor  receiving,  elevating,  condition¬ 
ing  or  loading  out  grain  cannot  qualify 
as  a  “grain-storage  facility”  for  the 
purposes  of  section  169.  The  term  “con¬ 
ditioning”  as  used  in  section  169  (d) 
includes  turning,  drying,  aerating,  fumi¬ 
gating,  or  other  processing  of  grain. 
While  it  is  not  essential  for  qualification 
as  a  grain-storage  facility  that  a  public 
grain  warehouse  or  elevator  be  per¬ 
manently  equipped  to  render  all  services 
embraced  within  the  meaning  of  “con¬ 
ditioning”,  the  grain  warehouse  or  ele¬ 
vator  must  be  permanently  equipped  for 
turning,  drying,  or  similar  processing  of 
grain.  The  fact  that  a  public  grain 
warehouse  accepts  for  storage,  in  addi¬ 
tion  to  products  commonly  classed  as 
grain  (see  paragraph  (a)  of  this  section) , 
other  products  which  are  ordinarily 
stored  in  grain  warehouses  does  not  dis¬ 
qualify  the  warehouse  as  a  grain-storage 
facility  for  the  purpose  of  section  169. 

(d)  Alteration  or  remodeling.  (1)  If 
any  structure  described  in  paragraph  (a) 

(1)  or  (2)  of  this  section  is  altered  or 
remodeled  so  that  its  capacity  for  the 
storage  of  grain  is  increased,  and  such 
alteration  or  remodeling  was  completed 
after  December  31,  1952,  and  on  or  be¬ 
fore  December  31,  1956,  for  the  purpose 
of  section  169  such  alteration  or  remod¬ 
eling  is  treated  as  the  construction  of 
a  grain-storage  facility.  Such  alteration 
or  remodeling  may  qualify  as  a  grain- 
storage  facility,  whether  or  not  the  orig¬ 
inal  structure  constituted  a  grain-storage 
facility  as  defined  in  section  169  (d).  If 
the  original  structure  did  qualify  as  a 
grain-storage  facility  for  the  purpose  of 
section  169,  the  amortization  deduction 
allowable  under  section  169  (a)  may  be 
taken  with  respect  to  such  alteration  or 
remodeling,  whether  or  not  the  taxpayer 
or  any  preceding  owner  elected  to  take 
the  amortization  deduction  allowable 
with  respect  to  the  original  structure. 

(2)  Likewise,  if  any  structure  not  de¬ 
scribed  in  paragraph  (a)  (1)  or  (2)  of 
this  section  is  converted  through  altera¬ 
tion  or  remodeling  into  a  stucture  so 
described,  and  such  alteration  or  remod¬ 
eling  was  completed  after  December  31, 
1952,  and  on  or  before  December  31, 
1956,  for  the  purpose  of  section  169  such 
alteration  or  remodeling  is  treated  as  the 
construction  of  a  grain-storage  facility. 

(3)  For  election  to  take  the  amortiza¬ 
tion  deduction  with  respect  to  alteration 
or  remodeling  described  in  subpara¬ 
graphs  (1)  and  (2)  of  this  paragraph, 
see  §  1.169-4.  For  determination  of  ad¬ 
justed  basis  for  the  purpose  of  the  amor¬ 
tization  deduction  with  respect  to  a 
grain-storage  facility  attributable  to 
such  alteration  or  remodeling,  see 
§  1.169-6. 

(e)  Excluded  property — (1)  Nondepre¬ 
ciable  property.  The  term  “grain-stor¬ 
age  facility”  includes  only  property  of 
a  character  which  is  subject  to  the  al¬ 
lowance  for  depreciation  provided  in 
section  167.  Thus,  “grain-storage  fa¬ 
cility”  does  not  include  the  land  on  which 


a  structure  defined  in  paragraph  (a)  of 
this  section  is  erected. 

(2)  Emergency  facilities.  (i)  The 
term  “grain-storage  facility”  does  not 
include  any  facility  any  part  of  which  is 
considered  an  emergency  facility  within 
the  meaning  of  section  168.  For  the 
definition  of  “emergency  facility”  for  the 
purpose  of  section  168,  see  §  1.168-4. 

(ii)  If  all  or  any  part  of  the  adjusted 
basis  (computed  under  section  1011)  of 
a  structure  described  in  paragraph  (a) 
of  this  section  is  certified  as  an  “emer¬ 
gency  facility”  under  section  168  (e), 
such  structure  cannot  qualify  as  a 
“grain-storage  facility”  for  the  purposes 
of  section  169.  However,  if,  prior  to  the 
making  of  any  election  to  take  the  amor¬ 
tization  deduction  allowable  under  sec¬ 
tion  168  (a)  with  respect  to  such  struc¬ 
ture,  the  certificate  made  under  section 
168  (e)  is  cancelled  by  the  certifying 
authority,  such  structure  will  be  con¬ 
sidered  a  “grain-storage  facility”  for  the 
purposes  of  section  169. 

(iii)  In  the  case  of  any  alteration  or 
remodeling  described  in  paragraph  (d) 
(1)  or  (2)  of  this  section,  if  all  or  any 
part  of  thg  adjusted  basis  (computed 
under  section  1011)  of  the  original  struc¬ 
ture  is  certified  as  an  “emergency  fa¬ 
cility”  under  section  168  (e) ,  such  altera¬ 
tion  or  remodeling  may,  nevertheless, 
qualify  as  a  “grain-storage  facility”  for 
the  purposes  of  section  169,  provided  the 
following  conditions  are  met: 

(a)  None  of  the  expenditures  attrib¬ 
utable  to  such  alteration  or  remodeling 
represents  construction,  reconstruction, 
erection,  installation,  or  acquisition  in¬ 
cluded  in  the  certificate  made  under  sec¬ 
tion  168  (e)  with  respect  to  the  original 
structure,  and 

(b)  A  separate  certificate  is  not  made 
under  section  168  (e)  with  respect  to  such 
alteration  or  remodeling  as  a  new  and 
separate  emergency  facility,  or  if  a 
separate  certificate  was  made,  such  cer¬ 
tificate,  prior  to  the  making  of  any 
election  to  take  the  amortization  deduc¬ 
tion  allowable  under  section  168  (a)  with 
respect  to  such  alteration  or  remodeling, 
is  canceled  by  the  certifying  authority. 

§  1.169-3  Amortization  deduction — 
(a)  Original  owner.  Any  person  who 
constructs,  reconstructs,  or  erects  a 
grain-storage  facility  as  defined  in  sec¬ 
tion  169  (d)  is  entitled  at  his  election  to 
a  deduction  with  respect  to  the  amortiza¬ 
tion  of  the  adjusted  basis  (for  determin¬ 
ing  gain)  of  such  facility  based  on  a 
period  of  60  months.  As  to  the  adjusted 
basis  of  a  grain-storage  facility,  see 
§  1.169-6.  The  taxpayer  may,  with  re¬ 
spect  to  a  grain-storage  facility,  elect 
to  begin  the  60 -month  amortization 
period  with  (1)  the  month  following  the 
month  in  which  such  facility  was  com¬ 
pleted,  or  (2)  the  first  month  of  the  tax¬ 
able  year  succeeding  that  in  which  such 
facility  was  completed  (see  §1.169-4). 
The  date  on  which,  or  the  month  within 
which,  a  grain-storage  facility  is  com¬ 
pleted  is  to  be  determined  upon  the  facts 
in  the  particular  case.  A  statement  of 
the  date  ascertained  by  the  taxpayer,  to¬ 
gether  with  a  statement  of  the  pertinent 
facts  relied  upon,  should  be  filed  with  the 
taxpayer’s  election  to  take  amortization 
deductions  with  respect  to  such  facility. 


(b)  Subsequent  owner.  Any  person 
who  acquires  a  grain  storage  facility  from 
a  taxpayer  who  elected  to  take  the  amor¬ 
tization  deduction  provided  by  section 
169  (a)  with  respect  to  such  facility  and 
who,  prior  to  the  acquisition  by  such 
person,  had  not  discontinued  the  amor¬ 
tization  deduction  pursuant  to  section 
169  (c) ,  is  entitled  at  his  election  to  a 
deduction  with  respect  to  the  amortiza¬ 
tion  of  the  adjusted  basis  (determined 
under  section  169  (e)  (2))  of  such  fa¬ 
cility  based  on  the  period,  if  any,  remain¬ 
ing  at  the  time  of  his  acquisition  in  the 
60-month  period  elected  by  the  original 
owner  of  such  facility.  For  the  determi¬ 
nation  of  the  adjusted  basis  of  a 
grain-storage  facility  in  the  hands  of  a 
subsequent  owner  for  the  purpose  of  the 
amortization  deduction,  see  §  1.169-6. 

(c)  Amount  of  deduction.  (1)  In  gen¬ 
eral,  with  respect  to  each  month  of  the 
60-month  period  which  falls  within  the 
taxable  year,  the  amortization  deduction 
is  an  amount  equal  to  the  adjusted  basis 
of  the  facility  at  the  end  of  such  month 
divided  by  the  number  of  months  (in¬ 
cluding  the  particular  month  for  which 
the  deduction  is  computed)  remaining 
in  the  60-month  period.  If  a  grain-stor¬ 
age  facility  is  held  successively  by  two  or 
more  persons  during  a  single  month,  the 
amortization  deduction,  if  any,  allowable 
to  each  of  such  persons  in  respect  of  that 
month  shall  be  only  that  portion  of  the 
amount  to  which  each  such  person  would 
be  entitled  for  a  full  month  which  the 
number  of  days  in  such  month  during 
which  the  facility  was  held  by  him  bears 
to  the  total  number  of  days  in  such 
month.  The  adjusted  basis  of  the  grain- 
storage  facility  at  the  end  of  any  month 
shall  be  computed  without  regard  to  the 
amortization  deduction  with  respect  to 
such  facility  for  such  month.  The  total 
amortization  deduction  with  respect  to 
a  grain-storage  facility  for  a  particular 
taxable  year  is  the  sum  of  the  amortiza¬ 
tion  deductions  allowable  with  respect  to 
such  facility  for  each  month  of  the  60- 
month  period  which  falls  within  such 
taxable  year. 

(2)  The  amortization  deduction  with 
respect  to  a  grain-storage  facility  for  any 
month  is  in  lieu  of  the  deduction  for  de¬ 
preciation  which  would  otherwise  be  al¬ 
lowable  under  section  167  with  respect 
to  the  facility  for  that  month.  If  the 
original  owner  of  a  grain-storage  facility 
elects  to  begin  the  60-month  amortiza¬ 
tion  period  with  the  first  month  of  the 
taxable  year  succeeding  that  in  which 
the  facility  was  completed,  the  deduction 
for  depreciation  provided  in  section  167 
is  allowable  with  respect  to  the  facility 
for  the  period  intervening  between  the 
completion  of  the  facility  and  the  begin¬ 
ning  of  the  60 -month  period.  However, 
if  the  original  owner  elects  to  begin  the 
60-month  amortization  period  with  the 
month  following  that  in  which  the  fa¬ 
cility  was  completed,  no  deduction  under 
section  167  is  allowable  in  respect  of  the 
month  in  which  the  facility  was  com¬ 
pleted.  For  depreciation  allowable  with 
respect  to  any  amount  not  subject  to 
amortization,  see  §  1.169-7. 

(d)  Examples.  This  section  may  be 
illustrated  by  the  following  examples: 
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Example  ( 1 ).  On  July  1.  1954,  A,  who 
makes  his  Income  tax  return  on  a  calendar 
year  basis,  begins  the  construction  of  a 
grain-storage  facility  which  Is  completed  on 
September  30,  1954,  at  a  cost  of  $24,000,  not 
including  the  cost  of  the  land  on  which  the 
facility  is  erected.  A  elects  to  take  the 
amortization  deduction  with  respect  to  the 
facility  and  to  begin  the  60-month  amor¬ 
tization  period  with  October  1954,  the  month 
following  its  completion.  The  adjusted  basis 
of  the  facility  at  the  end  of  October  Is  $24,000. 
The  allowable  amortization  deduction  with 
respect  to  such  facility  for  the  taxable  year 
1954  is  $1,200,  computed  as  follows: 


Monthly  Amortization  Deductions: 

October:  $24,000  divided  by  60 _  $400 

November:  $23,600  ($24,000  minus 

$400)  divided  by  59 _  400 

December:  $23,200  ($23,600  minus 

$400)  divided  by  58 _  400 


Total  Amortization  Deduction 

for  1954.. . . . .  1,200 


Example  (2).  The  X  Corporation,  which 
makes  its  income  tax  return  on  the  calendar 
year  basis,  begins  the  construction  of  a  grain 
storage  facility  on  June  15,  1954.  The  facility 
is  completed  on  August  2,  1954.  The  X 
Corporation  elects  to  take  amortization  de¬ 
ductions  with  respect  to  the  facility  and  to 
begin  the  60-month  amortization  period  with 
September  1954,  the  month  following  its  com¬ 
pletion.  At  the  end  of  the  first  month  of  the 
amortization  period  the  adjusted  basis  of  the 
facility  is  $30,000.  In  October  1954,  the 
facility  is  damaged  by  fire,  as  the  result  of 
which  the  adjusted  basis  is  properly  reduced 
by  $2,537.  The  allowable  amortization  de¬ 
duction  with  respect  to  the  facility  for  the 
calendar  year  1954  is  $1,871,  computed  as 
follows : 


Monthly  Amortization  Deductions: 

September:  $30,000  divided  by  60 _  $500 

October:  $26,963  ($30,000  minus  $500 

and  $2,537)  divided  by  59 _  457 

November:  $26,506  ($26,963  minus 

$457)  divided  by  58 _  457 

December:  $26,049  ($26,506  minus 

$457)  divided  by  57__> .  457 


Total  amortization  deduction 
for  1954 _ 1,  871 


For  illustration  in  the  case  of  a  subse¬ 
quent  owner  of  a  grain-storage  facility, 
see  example  (2)  in  §  1.169-6  (f). 

§  1.169-4  Election  of  amortization — 
(a)  General  rule — (1)  Original  owner. 
The  election  by  a  taxpayer  who  con¬ 
structs,  reconstructs,  or  erects  a  grain- 
storage  facility  to  take  amortization  de¬ 
ductions  with  respect  to  the  facility  and 
to  begin  the  60-month  amortization  pe¬ 
riod,  either  with  the  month  following 
the  month  in  which  the  facility  was  com¬ 
pleted  or  with  the  first  month  of  the 
taxable  year  succeeding  the  taxable  year 
in  which  such  facility  was  completed, 
shall  be  made  by  a  statement  to  that 
effect  in  the  taxpayer’s  return  for  the 
taxable  year  in  which  falls  the  first 
month  of  the  60 -month  amortization  pe¬ 
riod  so  elected.  Such  statement  shall 
include  the  following  information: 

(i)  A  description  clearly  identifying 
each  grain-storage  facility  for  which  an 
amortization  deduction  is  claimed. 

(ii)  The  date  on  which  the  construc¬ 
tion,  reconstruction,  or  erection  of  each 
such  facility  was  completed. 

(iii)  The  total  costs  and  expenditures 
paid  or  incurred  in  the  construction,  re¬ 
construction,  or  erection  of  any  such 
facility,  excluding  the  cost  of  any  land. 


(iv)  If  the  construction,  reconstruc¬ 
tion,  or  erection  of  any  such  facility  was 
begun  before  January  1, 1953,  the  amount 
of  the  costs  and  expenditures  properly 
attributable  to  such  construction,  re¬ 
construction,  or  erection  after  December 
31,  1952. 

(v)  In  the  case  of  a  private  grain-stor¬ 
age  facility  described  in  §  1.169-2  (b),  a 
statement  that  the  taxpayer  intends  to 
use  the  facility  for  the  storage  of  grain 
produced  or  to  be  produced  by  him  or, 
in  case  the  election  is  being  made  by  a 
partnership,  that  the  structure  is  intend¬ 
ed  to  be  used  for  the  storage  of  grain 
produced  by  one  or  more  members  of 
the  partnership. 

(2)  Subsequent  owner.  The  election 
by  a  subsequent  owner  (that  is,  a  per¬ 
son  who  acquires  a  grain-storage  facil¬ 
ity  from  a  taxpayer  who  elected  to  take 
the  amortization  deduction  with  respect 
to  the  facility  and  who,  prior  to  the  ac¬ 
quisition  by  the  subsequent  owner,  had 
not  discontinued  the  amortization  de¬ 
duction  under  section  169  (c))  to  take 
amortization  deductions  with  respect  to 
the  facility  shall  be  made  by' a  statement 
to  that  effect  in  the  taxpayer’s  return 
for  the  taxable  year  in  which  falls  the 
month  in  which  the  facility  was  ac¬ 
quired.  Such  statement  shall  include 
the  following  information: 

(i)  The  name  and  address  of  the  pre¬ 
ceding  owner. 

(ii)  The  date  and  the  manner  of  the 
acquisition  of  the  grain-storage  facility 
from  such  preceding  owner. 

(iii)  A  statement  of  the  basis  (unad¬ 
justed)  of  the  facility  in  the  hands  of 
the  preceding  owner  for  amortization 
purposes,  adjusted  to  the  date  of  acqui¬ 
sition  by  the  taxpayer. 

(iv)  A  statement  of  the  adjusted  basis 
of  the  facility  in  the  hands  of  the  tax¬ 
payer  for  amortization  purposes,  com¬ 
puted  as  of  the  date  of  acquisition  by 
the  taxpayer. 

(v)  In  the  case  of  a  private  grain- 
storage  facility  described  in  §  1.169-2  (b) , 
a  statement  that  the  taxpayer  intends 
to  use  the  facility  for  the  storage  of 
grain  produced  or  to  be  produced  by  him 
or,  in  case  the  election  is  being  made  by 
a  partnership,  that  the  structure  is  in¬ 
tended  to  be  used  for  the  storage  of 
grain  produced  by  one  or  more  members 
of  the  partnership. 

(b)  Special  rules  for  making  election 
prior  to  filing  of  return.  If,  prior  to  the 
time  prescribed  in  paragraph  (a)  of  this 
section  for  making  the  election  to  take 
amortization  deductions  with  respect  to 
a  grain-storage  facility,  such  facility  is 
acquired  by  a  subsequent  owner,  the  pre¬ 
ceding  owner  of  the  facility  may  make 
such  election  within  60  days  after  the 
date  of  acquisition  of  such  facility  by  the 
subsequent  owner.  In  the  event  that  the 
preceding  owner  dies  or  ceases  to  exist 
prior  to  making  an  election,  the  election 
may  be  made  within  such  time  by  the 
duly  authorized  representatives  of  the 
preceding  owner.  Unless  the  election 
to  take  amortization  deductions  with  re¬ 
spect  to  the  facility  is  made  by  the  pre¬ 
ceding  owner  or  on  his  behalf,  the 
subsequent  owner  of  the  facility  shall 
not  be  entitled  to  take  the  amortization 
deductions  allowable  under  section  169 


(a)  with  respect  to  such  facility.  A 
statement  of  election  under  this  para¬ 
graph  shall  be  filed  with  the  district 
director  for  the  district  in  which  the 
return  of  the  taxpayer  is  required  to  be 
filed,  and  shall  contain  the  same  infor¬ 
mation  required  with  respect  to  a  state¬ 
ment  of  election  under  paragraph  (a)  of 
this  section.  However,  in  the  case'  of  a 
private  grain-storage  facility  described 
in  §  1.169-2  (b),  in  lieu  of  the  statement 
regarding  the  intended  use  of  the  facility 
at  the  time  of  the  election,  the  statement 
of  election  under  this  paragraph  shall 
include  a  statement  that  the  preceding 
owner,  at  the  time  of  the  construction, 
reconstruction,  erection,  or  acquisition  of 
the  facility  by  him,  intended  to  use  the 
facility  for  the  storage  of  grain  produced 
or  to  be  produced  by  him.  If  the  pre¬ 
ceding  owner  of  the  facility  was  the 
original  owner,  the  statement  of  election 
must  specify  the  beginning  of  the  60- 
month  amortization  period.  Unless  the 
grain-storage  facility  is  acquired  from 
the  original  owner  after  the  beginning  of 
his  taxable  year  succeeding  the  taxable 
year  in  which  such  facility  was  com¬ 
pleted,  an  election  made  under  this  par¬ 
agraph  must  begin  the  60-month  amorti¬ 
zation  period  with  the  month  following 
the  month  in  which  the  facility  was 
completed. 

(c)  Election  not  made  at  the  time  or 
in  the  manner  prescribed  by  this  section. 
(1)  The  district  director  has  no  author¬ 
ity  to  extend  the  time  prescribed  in  sec¬ 
tion  169  (b)  and  paragraph  (a)  of  this 
section  for  making  an  election  to  take 
amortization  deductions  allowable  under 
section  169  (a).  However,  the  district 
director  in  his  discretion  may,  for  good 
cause  shown,  grant  a  reasonable  exten¬ 
sion  of  time  for  the  making  of  an  elec¬ 
tion  under  paragraph  (b)  of  this  section. 

(2)  Except  as  provided  in  the  preced¬ 
ing  subparagraph,  if  a  statement  of  elec¬ 
tion  under  paragraph  (a)  or  (b)  of  this 
section  does  not  comply  with  the  re¬ 
quirements  prescribed  therein,  it  may, 
in  the  discretion  of  the  district  director 
and  for  good  cause  shown,  be  made  in 
such  manner  and  form  as  may  be  ap¬ 
proved  by  him. 

(3)  No  method  of  making  the  election 
to  take  the  amortization  deductions  with 
respect  to  a  grain-storage  facility  other 
than  those  prescribed  in  this  section  shall 
be  permitted.  A  taxpayer  who  fails  to 
elect  to  take  amortization  deductions 
with  respect  to  such  a  facility  shall  not 
be  entitled  to  amortization  deductions 
with  respect  to  such  facility. 

(d)  Alteration  or  remodeling  of  exist¬ 
ing  grain-storage  facility.  If  an  existing 
grain-storage  facility,  as  defined  in  sec¬ 
tion  169  (d),  is  altered  or  remodeled  and 
such  alteration  or  remodeling  is  treated 
under  section  169  (d)  as  the  construc¬ 
tion  of  a  grain-storage  facility  (see 
§§  1.169-2  (d)  and  1.169^-6  (e)),  the  part 
of  the  facility  altered  or  remodeled  is 
treated  as  a  new  and  separate  grain- 
storage  facility.  In  such  case,  unless  the 
taxpayer  who  completes  such  alteration 
or  remodeling  makes  a  separate  election, 
in  the  manner  and  within  the  time  pro¬ 
vided  in  this  section,  to  take  amortiza¬ 
tion  deductions  and  to  begin  a  new  60- 
month  period  with  respect  to  such  alter- 
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ation  or  remodeling,  he  shall  not  be 
entitled  to  amortization  deductions  with 
respect  to  such  alteration  or  remodeling. 
Such  alteration  or  remodeling  is  also 
treated  as  a  separate  grain-storage  facil¬ 
ity  in  the  hands  of  a  subsequent  owner. 

§  1.169-5  Termination  of  amortiza¬ 
tion  deduction,  (a)  If  a  taxpayer  has 
elected  to  take  amortization  deductions 
with  respect  to  a  grain-storage  facility 
he  may,  prior  to  the  expiration  of  the  60- 
month  amortization  period  and  prior  to 
the  acquisition  of  such  facility  by  another 
person,  discontinue  the  amortization  de¬ 
ductions  with  respect  to  such  facility  for 
the  remainder  of  the  60-month  period. 
An  election  to  discontinue  the  amortiza¬ 
tion  deductions  shall  be  made  by  notice 
in  writing  filed  with  the  district  director 
for  the  district  in  which  the  return  of 
the  taxpayer  is  required  to  be  filed,  spec¬ 
ifying  the  month  as  of  the  beginning  of 
which  the  taxpayer  elects  to  discontinue 
such  deductions.  Such  notice  shall  be 
filed  before  the  beginning  of  the  month 
specified  therein,  and  shall  contain  a  de¬ 
scription  clearly  identifying  the  grain- 
storage  facility  with  respect  to  which 
the  taxpayer  elects  to  discontinue  the 
amortization  deductions.  If  the  taxpayer 
elects  in  the  manner  provided  herein  to 
discontinue  the  amortization  deductions 
with  respect  to  a  grain-storage  facility, 
he  shall  not  be  entitled  to  any  further 
amortization  deductions  with  respect  to 
such  facility.  # 

(b)  A  taxpayer  who  elects  to  dis¬ 
continue  amortization  deductions  with 
respect  to  a  grain-storage  facility  is 
entitled  to  a  deduction  for  depreciation 
under  section  167  with  respect  to  such 
facility.  The  deduction  for  depreciation 
shall  begin  with  the  first  month  as  to 
which  the  amortization  deduction  is  not 
applicable  and  shall  be  computed  on  the 
adjusted  basis  of  the  property  as  of  the 
beginning  of  such  month  (see  section 
1011  and  the  regulations  thereunder). 

(c)  This  section  may  be  illustrated  by 
the  following  example: 

Example.  On  February  1,  1954,  the  Y  Cor¬ 
poration,  which  makes  its  income  tax  returns 
on  the  calendar  year  basis,  begins  the  con¬ 
struction  of  a  grain-storage  facility.  The 
facility  is  completed  on  June  30,  1954,  at  a 
cost  of  $306,000,  of  which  $60,000  is  allocable 
to  the  land  and  $246,000  to  the  facility.  The 
corporation  elects  to  take  amortization  de¬ 
ductions  with  respect  to  the  facility  and  to 
begin  the  60-month  amortization  period  with 
July  1954,  the  month  following  its  comple¬ 
tion.  On  March  25,  1955,  the  corporation 
files  notice  with  the  district  director  of  its 
election  to  discontinue  the  amortization 
deductions  beginning  with  the  month  of 
April  1955.  The  adjusted  basis  of  the  facil¬ 
ity  on  July  31,  1954,  is  $246,000.  The  amor¬ 
tization  deductions  for  the  taxable  year  1954 
and  the  months  of  January,  February,  and 
March  1955,  amount  to  $36,900,  or  $4,100  per 
month  for  nine  months.  Accordingly,  the 
adjusted  basis  of  the  facility  as  of  April  1, 
1955,  is  $209,100.  Beginning  as  of  that  date, 
the  deduction  for  depreciation  under  section 
167  is  allowable  with  respect  to  the  property. 
Such  deduction  shall  be  computed  on  the 
adjusted  basis  ($209,100)  of  the  property  as 
of  April  1,  1955. 

§  1.169-6  Adjusted  basis  of  grain- 
storage  facility — (a)  General.  Section 
169  (e)  provides  rules  which  apply  in  the 
determination  of  the  adjusted  basis  of  a 
No.  132 - 4 


grain-storage  facility  for  the  purpose  of 
computing  the  amortization  deductions 
allowable  under  section  169  (a).  Sec¬ 
tion  169  (e)  does  not  purport  to  provide 
an  all-inclusive  formula  for  the  compu¬ 
tation  of  adjusted  basis  for  amortization 
purposes,  but  only  prescribes  certain 
modifications  in  the  amount  which  would 
otherwise  constitute  the  adjusted  basis 
of  the  facility.  As  a  result  of  these 
modifications,  the  adjusted  basis  for  the 
purpose  of  computing  the  amortization 
deductions  allowable  with  respect  to  the 
facility  will  differ  in  some  cases  from  the 
adjusted  basis  of  the  facility  determined 
under  section  1011  without  regard  to 
section  169  (e).  The  adjusted  basis  for 
amortization  purposes  may  also  differ 
from  the  adjusted  basis  of  the  facility 
for  other  purposes  in  that  it  shall  be  the 
adjusted  basis  for  determining  gain  (see 
sections  1011-1022,  inclusive).  The  ad¬ 
justed  basis  for  amortization  purposes  is 
derived  from  the  unadjusted  basis  of  the 
grain-storage  facility  determined  in  ac¬ 
cordance  with  the  provisions  of  section 
1012.  The  special  rules  provided  in  sec¬ 
tion  169  (e)  are  applicable  in  translating 
the  unadjusted  basis  determined  in  ac¬ 
cordance  with  the  provisions  of  section 
1012  into  the  unadjusted  basis  for  amor¬ 
tization  purposes  under  section  169. 
The  unadjusted  basis  for  amortization 
purposes,  less  the  adjustments  properly 
allocable  thereto,  becomes  the  adjusted 
basis  for  amortization  purposes.  These 
adjustments  are  those  specified  in  sec¬ 
tions  1016  and  1017.  However,  adjust¬ 
ments  which  increase  the  adjusted  basis 
under  section  1011  are  not  to  be  taken 
into  account  in  determining  the  adjusted 
basis  for  amortization  purposes  (see 
paragraph  (d)  of  this  section) . 

(b)  Original  owners.  Section  169  (e) 
(1)  provides  rules  which  apply  in  the  de¬ 
termination  of  the  adjusted  basis  for 
amortization  purposes  of  a  grain-storage 
facility  in  the  hands  of  an  original  owner 
(see  §1.169-3  (a)).  As  the  result  of 
the  application  of  the  rules  stated  in  sub- 
paragraphs  (1)  and  (2)  of  this  para¬ 
graph,  the  adjusted  basis  of  the  facility 
for  amortization  purposes  will  be  smaller 
than  the  amount  which  would  otherwise 
constitute  the  adjusted  basis  of  the  fa¬ 
cility.  The  rules  are  the  following: 

(1)  If  the  construction,  reconstruc¬ 
tion,  or  erection  of  the  facility  was  begun 
before  January  1,  1953,  there  is  to  be 
included  only  so  much  of  the  entire  un¬ 
adjusted  basis  of  the  facility  as  is 
properly  attributable  to  construction,  re¬ 
construction,  or  erection  after  December 
31,  1952. 

(2)  If  a  structure  which  is  not  an  ex¬ 
isting  grain-storage  facility  as  defined  in 
section  169  (d)  is  altered  or  remodeled 
and  such  alteration  or  remodeling  is 
treated  under  section  169  (d)  as  the  con¬ 
struction  of  a  grain-storage  facility  (see 
§  1.169-2  (d)),  there  is  to  be  included 
only  so  much  of  the  entire  unadjusted 
basis  of  such  structure  as  is  properly  at¬ 
tributable  to  such  alteration  or  remodel¬ 
ing  as  was  completed  after  December  31, 
1952,  and  on  or  before  December  31, 1956. 
In  the  case  of  alteration  or  remodeling  of 
an  existing  grain-storage  facility,  see 
paragraph  (e)  of  this  section. 

(c)  Subsequent  owners.  A  special 
rule  is  provided  in  section  169  (e)  (2)  for 


the  determination  of  the  adjusted  basis 
for  amortization  purposes  of  a  grain- 
storage  facility  in  the  hands  of  a  subse¬ 
quent  owner  (see  §  1.169-3  (b) ) .  Such 
adjusted  basis  is  the  smaller  of  the  fol¬ 
lowing  amounts: 

(1)  The  adjusted  basis  determined  by 
including  an  amount  in  respect  of  unad¬ 
justed  basis  equal  to  the  adjusted  basis 
of  the  facility  for  amortization  purposes 
in  the  hands  of  the  preceding  owner, 
determined  as  of  the  date  of  acquisition 
of  the  facility  by  the  taxpayer.  For  the 
purpose  of  this  paragraph,  in  determin¬ 
ing  the  adjusted  basis  of  the  facility  for 
amortization  purposes  in  the  hands  of 
the  preceding  owner  the  adjustments  re¬ 
quired  under  section  1016  shall  include 
an  adjustment  in  respect  of  the  amount 
of  the  amortization  deduction  allowable 
to  the  preceding  owner  for  the  month  in 
which  the  facility  was  acquired  by  the 
taxpayer.  See  §1.169-3  (c).  For  the 
rule  excluding  capital  additions  from 
the  adjusted  basis  of  a  grain-storage 
facility  for  amortization  purposes,  see 
paragraph  (d)  of  this  section. 

(2)  The  adjusted  basis  (computed 
under  section  1011  for  determining  gain) 
of  the  facility  in  the  hands  of  the  tax¬ 
payer.  If  the  construction,  reconstruc¬ 
tion,  or  erection  of  the  facility  was  begun 
before  January  l,  1953,  in  determining 
such  adjusted  basis  there  is  to  be  in* 
eluded  only  so  much  of  the  entire  unad¬ 
justed  basis  of  the  facility  (in  the  hands 
of  the  taxpayer)  as  is  properly  attribut¬ 
able  to  construction,  reconstruction,  or 
erection  after  December  31, 1952. 

(d)  Capital  additions.  If  after  the 
completion  or  acquisition  of  a  grain-stor¬ 
age  facility  further  expenditures  are 
made  for  construction,  reconstruction, 
or  erection,  such  expenditures  shall  not 
be  added  to  the  adjusted  basis  of  the 
facility  for  amortization  purposes.  If 
such  expenditures  result  in  alteration  or 
remodeling  which  under  section  169  (d) 
is  treated  as  the  construction  of  a  grain- 
storage  facility,  see  paragraph  (e)  of  this 
section. 

(e)  Alteration  or  remodeling  of  ex¬ 
isting  grain-storage  facility.  If  an  ex¬ 
isting  grain-storage  facility  as  defined 
in  section  169  (d)  is  altered  or  remodeled 
and  such  alteration  or  remodeling  is 
treated  under  section  169  (d)  as  the  con¬ 
struction  of  a  grain-storage  facility  (see 
§  1.169-2  (d) ) ,  the  expenditures  for  such 
alteration  or  remodeling  shall  not  be 
applied  in  adjustment  of  the  basis  of 
the  existing  facility,  but  a  separate  basis 
shall  be  computed  by  reference  to  such 
expenditures  as  if  such  alteration  or  re¬ 
modeling  represented  a  new  and  separate 
grain-storage  facility.  A  structure  which 
was  not  an  existing  grain-storage  facil¬ 
ity  prior  to  alteration  or  remodeling 
which  is  treated  under  section  169  (d)  as 
the  construction  of  a  grain-storage  facil¬ 
ity  becomes  an  existing  grain-storage  fa¬ 
cility  for  the  purposes  of  this  paragraph. 
Thus,  if  a  structure  which  is  an  existing 
grain-storage  facility  by  reason  of  such 
alteration  or  remodeling  is  again  altered 
or  remodeled  and  such  alteration  or  re¬ 
modeling  is  treated  under  section  169  (d) 
as  the  construction  of  a  grain-storage 
facility,  the  provisions  of  this  subpara¬ 
graph  are  also  applicable  to  such  later 
alteration  or  remodeling. 
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(f)  Examples.  The  computation  of 
the  adjusted  basis  of  a  grain-storage  fa¬ 
cility  for  amortization  purposes  may  be 
illustrated  in  the  following  examples: 

Example  ( 1 ).  On  February  28,  1953,  A 
completes  the  construction  of  a  grain-stor¬ 
age  facility  as  defined  in  section  169  (d)  at 
a  cost  $2,000  for  the  land  and  $6,000  for  the 
construction.  Only  $3,000  of  the  total  cost 
of  the  facility  is  properly  attributable  to 
construction  after  December  31,  1952.  A 
elects  to  claim  the  amortization  deduction 
and  to  begin  the  60-month  period  on  March 
1,  1953.  Under  section  169  (e),  the  adjusted 
basis  of  the  facility  for  the  purpose  of  sec¬ 
tion  169  (a)  as  of  that  date  is  only  $3,000, 
the  amount  attributable  to  construction 
after  December  31,  1952.  In  determining  the 
adjusted  basis  of  the  facility  as  of  any  sub¬ 
sequent  date  for  the  purpose  of  computing 
the  amortization  deduction,  the  amortization 
deductions  allowable  in  respect  of  the  period 
prior  to  such  date  must  be  taken  into  ac¬ 
count.  See  section  1016.  Thus,  the  adjusted 
basis  of  the  facility  for  the  purpose  of  com¬ 
puting  the  amount  of  the  amortization  de¬ 
duction  allowable  for  the  month  of  January 
1954,  is  $2,500  ($3,000  minus  $500,  the  amor¬ 
tization  deductions  allowable  prior  to  Janu¬ 
ary  1,  1954). 

Example  (2).  A  began  on  January  1,  1954, 
and  completed  on  June  30,  1954,  the  con¬ 
struction  of  a  grain-storage  facility  as  de¬ 
fined  in  section  169  (d)  at  a  cost  of  $5,000  for 
the  land  and  $30,000  for  the  construction.  A 
elects  to  claim  the  amortization  deduction 
and  to  begin  the  60-month  period  on  July  1, 
1954.  On  May  1,  1955,  A  sells  the  grain- 
storage  facility  to  B  for  a  price  of  $34,000,  of 
which  $6,000  is  allocable  to  the  land.  B 
elects  to  claim  the  amortization  deduction 
on  the  basis  of  the  50  months  remaining  in 
the  amortization  period.  B,  in  determining 
the  adjusted  basis  of  the  facility  in  his  hands, 
must  start  with  the  unadjusted  basis  of  the 
facility  in  the  hands  of  A  ($30,000)  and  ad¬ 
just  such  basis  under  section  1016  in  respect 
of  amortization  claimed  by  A  during  his 
ownership  of  the  facility  ($5,00Q).  Since 
this  amount  ($25,000)  is  smaller  than  the 
adjusted  basis  (for  determining  gain)  of  the 
facility  in  B’s  hands  as  of  May  1,  1955  ($28,- 
000,  that  is  $34,000  less  $6,000  allocable  to 
land),  the  adjusted  basis  of  the  facility  for 
the  purpose  of  section  169  (a)  in  B’s  hands  as 
of  May  1,  1955,  is  $25,000.  B,  therefore,  may 
include  only  $25,000  in  determining  the  ad¬ 
justed  basis  of  the  facility  in  his  hands  as  of 
May  1,  1955,  the  date  of  the  purchase.  The 
amortization  deductions  claimed  by  B  must, 
of  course,  be  applied  in  reduction  of  such 
adjusted  basis  in  determining  the  adjusted 
basis  of  the  facility  as  of  any  subsequent  date 
for  the  purpose  of  his  amortization  deduction 
under  section  169  (a).  The  amount  by 
which  the  purchase  price  paid  by  B  and 
allocable  to  depreciable  property  ($28,000) 
exceeds  the  adjusted  basis  determined  under 
section  169  (e)  for  such  property  ($25,000)  — 
or  $3,000 — is  treated  as  the  adjusted  basis 
(as  of  May  1,  1955)  for  the  purpose  of  the 
depreciation  deduction  allowable  under  sec¬ 
tion  167.  See  §  1.169-7. 

§  1.169-7  Depreciation  of  portion  of 
grain-storage  facility  not  subject  to 
amortization.  The  rule  set  forth  In  sec¬ 
tion  169  (a)  (see  §1.169-3),  that  the 
amortization  deduction  with  respect  to 
a  grain-storage  facility  is  in  lieu  of  any 
deduction  for  depreciation  which  would 
otherwise  be  allowable  under  section  167 
with  respect  to  the  facility,  is  subject  to 
an  exception  provided  in  section  169  (f). 
Under  this  exception,  if  the  adjusted 
basis  of  the  facility  as  computed  under 
section  1011  for  purposes  other  than  the 
amortization  deductions  (see  §  1.1011-1) 
is  in  excess  of  the  adjusted  basis  com- 
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puted  under  section  169  (e)  for  the  pur¬ 
pose  of  the  amortization  deductions  (see 
§  1.169-6),  any  excess  shall  be  charged 
off  over  the  useful  life  of  the  facility  and 
recovered  through  depreciation  deduc¬ 
tions  allowable  under  section  167.  Thus, 
if  the  construction  of  a  grain-storage 
facility  was  begun  before  January  1, 1953, 
no  amortization  deductions  are  allow¬ 
able  with  respect  to  the  amount  attrib¬ 
utable  to  such  construction  before  such 
date  (see  §  1.169-6).  However,  the  de¬ 
preciation  deduction  provided  by  section 
167  and  the  regulations  thereunder  is 
allowable  with  respect  to  the  amount  at¬ 
tributable  to  construction  before  January 
1,  1953.  Similarly,  in  the  case  of  a  sub¬ 
sequent  owner  the  adjusted  basis  of  a 
grain-storage  facility  computed  under 
section  1011  for  purposes  other  than  the 
amortization  deductions  (see  §  1.1011-1) 
may  exceed  the  adjusted  basis  of  the 
facility  computed  under  section  169  (e) 
for  amortization  purposes.  In  such 
case  the  excess  will  be  subject  to  the 
allowance  for  depreciation  provided  by 
section  167.  For  illustration  of  the 
treatment  of  the  portion  of  a  grain- 
storage  facility  which  is  subject  to  the 
allowance  for  depreciation,  see  example 
(2)  in  §  1.169-6  (f). 

§  1.169-8  Life  tenant  and  remainder¬ 
man.  In  the  case  of  a  grain-storage 
facility  held  by  one  person  for  life  with 
the  remainder  to  another  person,  the 
amortization  deduction  shall  be  com¬ 
puted  as  if  the  life  tenant  were  the  ab¬ 
solute  owner  of  the  property  and  shall 
be  allowed  to  the  life  tenant  during  his 
life. 

[F.  R.  Doc.  56-5434;  Filed,  July  9,  1956; 
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I  26  CFR  (1954)  Part  1  1 

Income  Tax,  Taxable  Years  Beginning 
After  December  31, 1953 

NOTICE  OF  PROPOSED  RULE  MAKING 

Notice  is  hereby  given,  pursuant  to  the 
Administrative  Procedure  Act,  approved 
June  11,  1946,  that  the  regulations  set 
forth  below  in  tentative  form  are  pro¬ 
posed  to  be  prescribed  by  the  Commis¬ 
sioner  of  Internal  Revenue,  with  the  ap¬ 
proval  of  the  Secretary  of  the  Treasury 
or  his  delegate.  Prior  to  the  final  adop¬ 
tion  of  such  regulations,  consideration 
will  be  given  to  any  data,  views,  or  argu¬ 
ments  pertaining  thereto  which  are  sub¬ 
mitted  in  writing,  in  duplicate,  to  the 
Commissioner  of  Internal  Revenue,  At¬ 
tention:  T:P,  Washington  25,  D.  C., 
within  the  period  of  30  days  from  the 
date  of  publication  of  this  notice  in  the 
Federal  Register.  The  proposed  regu¬ 
lations  are  to  be  issued  under  the  author¬ 
ity  contained  in  section  7805  of  the  In¬ 
ternal  Revenue  Code  of  1954  (68A  Stat. 
917;  26  U.  S.  C.  7805). 

[seal]  Russell  C.  Harrington, 
Commissioner  of  Internal  Revenue. 

In  order  to  clarify  the  regulations  pre¬ 
scribed  under  section  305  (b)  (2)  and 
section  312  (26  CFR  Part  1)  of  the  In¬ 
ternal  Revenue  Code  of  1954,  such  regu¬ 
lations  are  amended  as  follows: 


Paragraph  1.  Strike  §  1.305-2  and  in¬ 
sert  revised  §  1.305-2  as  follows: 

§  1.305-2  Election  of  shareholders  as 
to  medium  of  payment — (a)  General. 

(1)  Section  305  (b)  (2)  describes  certain 
distributions  by  a  corporation  to  its 
shareholders  of  its  stock  or  rights  to 
acquire  its  stock  which  are  not  within 
the  terms  of  section  305  (a).  The  dis¬ 
tributions  described  in  section  305  (b) 

(2)  are  distributions  with  respect  to 
which  there  is  or  has  been  an  election 
as  to  the  medium  of  payment  by  any 
shareholder  after  or  before  the  declara¬ 
tion  date.  Where  such  an  election  ex¬ 
ists  or  has  existed,  the  distribution  of 
the  corporation’s  stock  or  rights  to  ac¬ 
quire  its  stock  is  not  a  distribution  under 
section  305  (a).  Such  a  distribution  is 
in  effect  a  distribution  of  the  property 
which  the  shareholder  could  have  re¬ 
ceived  and  a  purchase  of  the  stock  or 
rights  to  acquire  stock  with  such  prop¬ 
erty.  Accordingly,  the  amount  of  such 
distribution  will  be  measured  by  refer¬ 
ence  to  the  property  subject  to  the  elec¬ 
tion  and  is  included  in  the  gross  income 
of  the  shareholder  pursuant  to  section 
301. 

(2)  A  distribution  by  a  corporation  to 
its  shareholders  of  its  stock  or  rights  to 
acquire  its  stock  is  not  under  section 
305  (a)  if  any  shareholder  has  the  right 
to  an  election  or  option  with  respect  to 
whether  a  distribution  shall  be  made 
either  in  money  or  any  other  property, 
or  in  stock  or  rights  to  acquire  the  stock 
of  the  corporation,  regardless  of 

(i)  Whether  the  distribution  is  actu¬ 
ally  made  in  whole  or  in  part  in  stock  or 
in  stock  rights; 

(ii)  Whether  the  election  or  option  is 
exercised  or  exercisable  before  or  after 
the  declaration  of  the  distribution; 

(iii)  Whether  the  declaration  of  the 
dividend  provides  that  payment  will  be 
made  in  one  medium  unless  the  share¬ 
holder  specifically  requests  payment  in 
the  other; 

(iv)  Whether  the  election  is  provided 
in  the  declaration  of  the  dividend;  or 

(v)  Whether  all  or  part  of  the  share¬ 
holders  have  the  election. 

(b)  Nature  of  election.  (1)  Section  305 
(b)  (2)  refers  to  every  election,  whether 
express  or  implied,  regardless  of  how  or 
when  exercised  or  exercisable.  An  elec¬ 
tion  is  a  choice  to  receive  payment  in 
one  medium  or  another.  It  is  immaterial 
when  such  choice  arises  and  when  it  is 
exercisable.  Thus,  for  example,  section 
305  (b)  (2)  applies  when  any  shareholder 
is  given  his  choice  as  to  the  medium  of 
payment  of  dividends  by  the  terms  of 
the  corporate  charter  even  though,  as  to 
any  particular  distribution,  this  choice 
cannot  be  exercised  after  the  declaration 
date.  A  choice  to  receive  payment  in  one 
medium  or  another  may  arise  out  of  the 
terms  of  the  declaration,  the  provisions 
of  the  corporate  charter,  the  provisions 
of  the  stock  certificates  or  the  circum¬ 
stances  of  the  transaction.  A  choice  may 
be  exercisable  directly  or  indirectly 
through  action  by  the  shareholder  or 
through  his  failure  to  act.  Accordingly, 
there  is  an  election  where  (i)  a  dividend 
is  paid  in  cash  to  some  holders  of  com¬ 
mon  stock  and  in  stock  of  the  corpora¬ 
tion  to  the  remaining  holders  of  com- 
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mon  stock  and  (ii)  the  shareholders  who 
receive  stock  have  the  right  to  demand 
cash  or  have  waived  this  right.  It  is 
immaterial  whether  the  right  to  demand 
cash  was  waived  before  or  after  the  dec¬ 
laration  date,  by  private  agreement,  by 
the  terms  of  the  charter,  or  otherwise. 
Where  a  corporation  having  two  classes 
of  common  stock  outstanding,  with  re¬ 
spect  to  which  dividends  may  be  paid 
in  stock  on  one  class  and  in  money  (or 
other  property)  on  the  other  class, 
makes  a  distribution  (or  series  of  related 
distributions)  in  money  (or  other  prop¬ 
erty)  as  to  one  class  and  in  stock  as  to 
the  other,  the  distribution  of  the  stock  is 
not  under  section  305  (a)  since  there  is 
a  choice  as  to  the  medium  of  payment  of 
any  distribution  by  virtue  of  the  exist¬ 
ence  of  the  two  classes  of  common  stock. 

(2)  The  application  of  the  above  rules 
may  be  illustrated  by  the  following 
examples: 

Example  (i).  Pursuant  to  a  recapitaliza¬ 
tion  (to  which  section  368  (a)  (1)  (E)  ap¬ 
plies)  all  of  the  outstanding  shares  of 
common  stock  of  Corporation  X  are  sur¬ 
rendered  in  exchange  for  Class  A  common 
stock  and  Class  B  common  stock.  Some 
shareholders  choose  to  receive  only  Class  A 
stock,  some  shareholders  choose  to  receive 
only  Class  ^  stock,  and  some  shareholders 
choose  to  receive  some  of  each.  Dividends 
may  be  paid  in  stock  or  in  cash  on  either 
class  of  stock  without  regard  to  the  medium 
of  payment  of  dividends  on  the  other  class. 
A  dividend  is  declared  upon  the  Class  A 
stock  payable  in  additional  shares  of  Class 
A  stock  and  a  dividend  is  declared  on  the 
Class  B  stock  payable  in  cash.  Section  305 
(a)  does  not  apply  to  the  stock  distributed 
to  the  Class  A  shareholders. 

Example  (2).  Pursuant  to  a  recapitaliza¬ 
tion  (to  which  section  368  (a)  (1)  (E)  ap¬ 
plies)  all  of  the  outstanding  shares  of 
common  stock  of  Corporation  Y  are  sur¬ 
rendered  in  exchange  for  Class  A  common 
stock  and  Class  B  common  stock,  every  share¬ 
holder  receiving  one  share  of  Class  A  stock 
and  one  share  of  Class  B  stock  in  exchange 
for  each  share  of  the  common  stock  sur¬ 
rendered  by  him.  Dividends  may  be  paid  in 
stock  or  in  cash  on  either  class  of  stock 
without  regard  to  the  medium  of  payment 
of  dividends  on  the  other  class.  After  the 
recapitalization,  and  before  any  of  the  Class 
A  or  Class  B  stock  has  been  transferred,  a 
dividend  is  declared  on  the  Class  A  stock  pay¬ 
able  in  additional  shares  of  Class  A  stock  and 
a  dividend  is  declared  on  the  Class  B  stock 
payable  in  cash.  Thereafter,  some  share¬ 
holders  sell  some  of  their  Class  B  stock,  some 
shareholders  sell  some  of  their  Class  A  stock, 
and  some  shareholders  exchange  Class  B 
stock  for  Class  A  stock  held  by  other  share¬ 
holders.  After  these  sales  and  exchanges  a 
dividend  is  declared  on  the  Class  A  stock 
payable  in  additional  shares  of  Class  A  stock 
and  a  dividend  is  declared  on  the  Class  B 
stook  payable  in  cash.  Section  305  (a)  does 
not  apply  to  any  of  the  stock  distributed  to 
the  Class  A  shareholders. 

(c)  Amount  taxable.  (1)  Where  a 
distribution  of  stock  or  rights  to  acquire 
stock  of  a  corporation  is  treated  as  a 
distribution  of  property  under  section 
301  by  reason  of  section  305  (b)  (2)  the 
amount  distributed  to  a  shareholder  is 
measured  by  reference  to  the  property 
subject  to  the  election.  Accordingly, 
where  there  is  an  election  under  section 
305  (b)  (2),  the  amount  distributed  to 
all  shareholders  is  determined  as  if  all 


the  shareholders  had  received  the  cash 
or  other  property  instead  of  the  stock 
or  stock  rights. 

(2)  The  application  of  the  above  rule 
may  be  illustrated  by  the  following  ex¬ 
ample: 

Example.  Corporation  X  declared  a  divi¬ 
dend  payable  in  additional  shares  of  its  com¬ 
mon  stock  to  the  holders  of  its  outstanding 
common  stock  on  the  basis  of  two  additional 
shares  for  each  share  held  on  the  record  date 
but  with  the  provision  that,  at  the  election 
of  any  shareholder  made  within  a  specified 
period  prior  to  the  distribution  date,  he 
could  receive  $10  in  cash  in  lieu  of  one  of 
the  additional  shares.  The  fair  market  value 
of  a  share  of  stock  of  Corporation  X  was  $10 
on  the  declaration  date  and  $10.25  on  the 
date  of  the  distribution.  This  distribution 
is  treated  as  if  there  had  been  two  separate 
distributions  authorized  by  separate  declara¬ 
tions.  There  was  no  election  as  to  the  dis¬ 
tribution  of  one  share  of  stock  on  each  share 
of  outstanding  stock  and  therefore  section 
301  does  not  apply  to  the  receipt  of  this 
share.  However,  section  301  does  apply  to 
that  part  of  the  distribution  as  to  which  a 
shareholder  could,  at  his  election,  receive 
$10  in  cash  or  a  share  of  stock  of  X  and 
the  amount  of  this  distribution,  as  to  all 
shareholders,  is  $10  per  share  of  stock  of 
Corporation  X. 

Par.  2.  Strike  the  heading  of  §  1.312-11 
and  the  regulatory  material  of  paragraph 
(a)  of  that  section.  The  revised  heading 
for  §  1.312-11  and  revised  regulatory  ma¬ 
terial  in  paragraph  (a)  are  as  follows: 

§  1.312—1 1  Effect  on  earnings  and 
profits  of  certain  other  tax-free  ex¬ 
changes,  tax-free  distributions  and  tax- 
free  transfers  from  one  corporation  to 
another,  (a)  If  property  is  transferred 
by  one  corporation  to  another,  and,  un¬ 
der  the  law  applicable  to  the  year  in 
which  the  transfer  was  made,  no  gain  or 
loss  was  recognized  (or  was  recognized 
only  to  the  extent  of  the  property  re¬ 
ceived  other  than  that  permitted  by  such 
law  to  be  received  without  the  recogni¬ 
tion  of  gain),  then  proper  adjustment 
and  allocation  of  the  earnings  and  profits 
of  the  transferor  shall  be  made  as  be¬ 
tween  the  transferor  and  the  transferee. 
Transfers  to  which  the  preceding  sen¬ 
tence  applies  include  contributions  to 
capital,  transfers  under  section  351, 
transfers  in  connection  with  reorganiza¬ 
tions  under  section  368,  transfers  in 
liquidations  under  section  332  and  inter¬ 
company  transfers  during  a  period  of 
affiliation.  However,  if,  for  example, 
property  is  transferred  from  one  corpo¬ 
ration  to  another  in  a  transaction  under 
section  351  or  as  a  contribution  to  capital 
and  the  transfer  is  not  followed  or  pre¬ 
ceded  by  a  reorganization,  a  transaction 
under  section  302  (a)  involving  a  sub¬ 
stantial  part  of  the  transferor’s  stock,  or 
a  total  or  partial  liquidation,  then  ordi¬ 
narily  no  allocation  of  the  earnings  and 
profits  of  the  transferor  shall  be  made. 
For  specific  rules  as  to  allocation  of  earn¬ 
ings  and  profits  in  certain  reorganiza¬ 
tions  under  section  368  and  in  certain 
liquidations  under  section  332  see  section 
381  and  the  regulations  thereunder.  For 
allocation  of  earnings  and  profits  in  cer¬ 
tain  corporate  separations  see  section  312 
(i)  and  §  1.312-10. 

[P.  R.  Doc.  56-5433;  Piled,  July  9,  1956; 
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Agricultural  Marketing  Service 
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Handling  of  Milk  in  New  Orleans, 
Louisiana,  Marketing  Area 

DECISION  WITH  RESPECT  TO  PROPOSED 

TENTATIVE  MARKETING  AGREEMENT  AND 

TO  ORDER,  AS  AMENDED 

Pursuant  to  the  provisions  of  the 
Agricultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601 
et  seq.),  and  the  applicable  rules  of 
practice  and  procedure,  as  amended, 
governing  proceedings  to  formulate  mar¬ 
keting  agreements  and  marketing  orders 
(7  CFR,  Part  900) ,  a  public  hearing  was 
conducted  at  New  Orleans,  Louisiana,  on 
April  12-20,  1955,  pursuant  to  notice 
thereof  which  was  issued  March  23,  1955 
(20  F.  R.  1948),  upon  a  proposed  tenta¬ 
tive  marketing  agreement  and  order,  as 
amended,  regulating  the  handling  of 
milk  in  the  New  Orleans,  Louisiana,  mar¬ 
keting  area. 

Upon  the  basis  of  the  evidence  intro¬ 
duced  at  the  hearing,  and  the  record 
thereof,  the  Deputy  Administrator,  Agri¬ 
cultural  Marketing  Service,  on  February 
8,  1956,  filed  with  the  Hearing  Clerk, 
United  states  Department  of  Agricul¬ 
ture  his  recommended  decision.  Said  de¬ 
cision  containing  notice  of  opportunity 
to  file  written  exceptions  thereto  was 
published  in  the  Federal  Register  on 
February  18, 1956  (21  F.  R.  1128) .  With¬ 
in  the  period  reserved  therefor,  inter¬ 
ested  persons  filed  exceptions  to  certain 
of  the  findings,  conclusions  and  actions 
recommended  by  the  Deputy  Adminis¬ 
trator. 

Upon  the  basis  of  the  exceptions  re¬ 
ceived,  the  Assistant  Secretary  issued  a 
notice  of  tentative  decision  on  May  2, 
1956,  with  opportunity  to  file  exceptions 
thereto.  In  arriving  at  the  findings, 
conclusions,  and  regulatory  provisions 
of  this  decision,  each  of  such  exceptions 
was  carefully  and  fully  considered  in 
conjunction  with  the  record  evidence 
pertaining  thereto. 

To  the  extent  that  suggested  findings 
and  conclusions  proposed  by  interested 
persons  are  inconsistent  with  the  find¬ 
ings  and  conclusions  contained  herein, 
the  specific  or  implied  requests  to  make 
such  findings  and  reach  such  conclusions 
are  denied  on  the  basis  of  the  facts  found 
and  stated  in  connection  with  the  con¬ 
clusions  herein  set  forth. 

The  material  issues,  findings  and  con¬ 
clusions,  and  general  findings  of  the 
recommended  decision  (21  F.  R.  1128, 
Doc.  56-1236)  are  hereby  approved  and 
adopted  as  the  issues,  findings  and  con¬ 
clusions,  and  general  findings  of  this 
decision  as  if  set  forth  in  full  herein, 
subject  to  the  following  modifications 
described  with  reference  to  Federal 
Register  Doc.  56-1236,  21  F.  R.  1128: 

a.  Delete  in  its  entirety,  section  No.  2, 
beginning  with  the  first  full  paragraph, 
column  3,  page  1129,  and  substitute  the 
following: 

2.  Type  of  pool.  In  exceptions  sub¬ 
mitted  jointly  by  handlers  and  producers 
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in  the  New  Orleans  area,  the  proponents 
of  the  market-wide  pool  expressed  their 
desire  to  abondon  the  position  taken  at 
the  hearing  in  connection  with  the  pool¬ 
ing  provisions  of  the  order. 

It  was  argued  that  if  the  pooling 
standards  recommended  were  effectu¬ 
ated,  an  incentive  would  be  provided  for 
unregulated  handlers  on  the  fringe  of 
the  marketing  area  to  qualify  for  pool 
participation  at  any  time  that  their  uni¬ 
form  prices  are  less  than  the  uniform 
price  under  the  order.  It  was  argued 
that  the  most  important  feature  of  the 
market-wide  pool,  as  proposed  by  the 
producers,  concerned  the  standards  for 
Qualifying  both  distributing  and  supply 
plants  for  pool  participation.  The 
standards  recommended  are  considered 
to  be  unacceptable  to  producers.  It  was 
requested  in  the  exceptions  that  con¬ 
sideration  of  the  market-wide  pool  be 
abandoned. 

As  a  result  of  recent  changes  within 
the  milkshed,  producers  and  handlers 
are  cooperating  to  the  extent  that  the 
need  for  a  market-wide  pool  has  dimin¬ 
ished.  Additional  facilities  have  been  es¬ 
tablished  in  the  area  for  disposing  of 
surplus  milk,  and  it  appears  that  pro¬ 
ducers  need  not  be  unduly  concerned 
at  this  time  about  a  market  for  surplus 
milk.  This  decision,  therefore,  provides 
for  an  individual-handler  type  pool. 

b.  Delete  in  its  entirety,  section  No.  3, 
beginning  with  the  sixth  full  paragraph, 
column  1,  page  1130,  and  substitute  the 
following: 

3.  Qualifications  for  market-wide  pooZ- 
ing.  Since  it  has  been  concluded  else¬ 
where  herein  that  the  individual-handler 
pool  of  the  present  order  should  be  re¬ 
tained  at  this  time,  the  qualifications  for 
market- wide  pooling  are  deleted. 

c.  Delete  in  its  entirety,  section  No. 
4,  beginning  with  the  third  full  para¬ 
graph,  column  2,  page  1131,  and  substi¬ 
tute  the  following: 

4.  Order  changes  to  conform  to 
market-wide  pooling.  The  discussion  of 
order  changes  to  conform  to  market¬ 
wide  pooling  which  appeared  in  the 
recommended  decision  is  no  longer  ap¬ 
propriate  in  light  of  the  conclusion  dis¬ 
cussed  elsewhere  herein  to  retain  an 
individual-handler  pool  in  the  New 
Orleans  order. 

d.  Delete  the  words  “pool  plant”  at 
the  beginning  of  the  sixth  full  paragraph 
in  column  1,  page  1133,  and  substitute 
the  words  “fluid  milk  plant”. 

e.  Delete  the  first  full  paragraph  in 
column  2,  page  1133,  and  substitute  the 
following: 

Inventories  of  fluid  milk  products  on 
hand  at  a  fluid  milk  plant  at  the  be¬ 
ginning  of  any  month  during  which  such 
plant  became  a  fluid  milk  plant  for  the 
first  time  should  likewise  be  subtracted 
from  the  Class  II  utilization  of  the  plant 
during  the  month.  This  will  preserve  the 
priority  of  assignment  of  producer  re¬ 
ceipts  to  current  Class  I  use. 

f.  At  the  end  of  the  fourth  full  para¬ 
graph  appearing  in  column  1,  page  1134, 
add  the  following:  “in  order  to  prevent 
a  severe  seasonal  price  adjustment  as  the 


result  of  these  recommendations,  the 
amount  added  to  the  the  basic-formula 
for  the  preceding  month  should  be  $2.65 
from  the  effective  date  hereof  through 
February  1957.” 

g.  Delete  the  second  full  paragraph 
appearing  in  column  2,  page  1134,  and 
substitute  the  following: 

Evidence  in  the  hearing  record  indi¬ 
cates  that  the  location  differentials  pro¬ 
vided  for  in  the  present  order  would  act 
as  a  deterrent  to  any  milk  plant  located 
farther  than  110  miles  from  New  Or¬ 
leans,  if  such  plant  desired  to  qualify  as 
a  supply  plant  under  Order  No.  42.  The 
maximum  location  adjustment  provided 
for  in  the  order  at  the  present  time  is  8.0 
cents  per  hundredweight  for  plants  lo¬ 
cated  more  than  110  miles  from  New  Or¬ 
leans.  To  the  extent  that  producer  milk 
is  received  at  plants  located  more  than 
that  distance  from  the  market,  handlers 
purchasing  such  milk  should  be  allowed 
a  lower  Class  I  price  based  on  the  amount 
it  costs  to  transport  such  milk  to  the 
market  by  the  most  economical  means. 
If  handlers  did  not  assume  the  cost  of 
moving  milk  to  the  market  it  must  other¬ 
wise  be  borne  by  the  producer.  The  pro¬ 
ducer  would  be  compelled  to  meet  such 
cost  if  he  were  to  sell  such  milk  in  the 
market.  Handlers,  however,  should  be 
expected  to  make  any  necessary  move¬ 
ment  of  milk  to  market  by  the  most  effi¬ 
cient  means  available. 

For  those  reasons  a  revision  of  loca¬ 
tion  differential  adjustments  was  recom¬ 
mended  that  would  change  the  mileage 
rate  from  2  cents  to  1.5  cents  for  each 
ten  mile  zone,  as  well  as  extend  such 
zoning  indefinitely  beyond  110  miles, 
where  it  presently  stops.  But,  from  ex¬ 
ceptions  filed  by  producers  and  handlers 
it  is  concluded  that  more  information  is 
needed  before  any  change  is  provided 
in  the  differential  rate  structure  within 
the  110  mile  limit. 

With  respect  to  recommended  zoning 
beyond  110  miles  the  case  is  different.  It 
is  clear  from  the  record  that  this  is  nec¬ 
essary  in  order  to  establish  reasonable 
prices  for  milk  shipped  from  more  dis¬ 
tant  locations,  and  that  for  such  zoning 
the  1.5  cent  differential  rate  is  reason¬ 
able.  This  addition  to  the  location  dif¬ 
ferential  provision  should  be  adopted. 

h.  Delete  the  third  full  paragraph  be¬ 
ginning  in  column  3,  page  1134,  and  the 
first  full  paragraph  in  column  1,  page 
1135,  and  substitute  the  following: 

However,  it  is  provided  that  the  effect 
of  the  reconstructed  adjustor  be  held  in 
abeyance  through  February  1957.  In 
making  the  transition  from  an  “economic 
type”  Class  I  formula  which  has  been  in 
effect  to  a  Class  I  formula  based  on  the 
value  of  manufacturing  milk,  the  direct 
reduction  in  Class  I  prices  cannot  be  pre¬ 
cisely  determined.  The  reasons  for 
changing  the  type  of  pricing  formula 
has  already  been  discussed  herein.  Be¬ 
cause  supplies  of  milk  in  this  market  now 
exceed  Class  I  sales,  plus  a  reasonable 
reserve,  the  application  of  a  supply- 
demand  adjustor  also  would  operate  to 
reduce  Class  I  prices  an  additional  30 
to  40  cents  per  hundredweight.  Such  a 
reduction  is  not  deemed  appropriate  at 
this  time. 


It  is  expected  that  by  March  of  1957, 
the  new  level  of  prices  will  have  resulted 
in  a  readjustment  to  a  more  desirable 
relationship  of  milk  receipts  to  Class  I 
sales,  and  that  at  that  time  the  supply- 
demand  adjustor  may  be  made  effective 
again.  If  the  recommended  pricing 
formula  has  not  resulted  in  the  re¬ 
establishment  of  an  appropriate  supply- 
sales  relationship  by  the  end  of  February 
1957,  the  application  of  the  supply- 
demand  adjustor  after  that  time  will  add 
further  impetus  to  the  re-establishment 
of  an  appropriate  relationship. 

i.  Delete  section  No.  8  in  its  entirety, 
beginning  with  the  first  full  paragraph  in 
column  1,  page  1136,  and  substitute  the 
following : 

8.  Base-excess  plan.  The  provisions 
relating  to  producer  bases  should  be  re¬ 
vised  as  to  the  computation  of  the  base, 
and  the  base  transfer  provisions. 

In  exceptions  submitted,  producers  and 
handlers  objected  to  the  twelve  months 
operating  base  recommended  by  the  De¬ 
partment.  The  chief  objection  appeared 
to  be  that  the  plan  recommended  would 
encourage  new  producers  to  enter  the 
market  during  the  flush  production  sea¬ 
son,  even  though  the  market  may  be  sub¬ 
stantially  over-supplied.  In  this  con¬ 
nection,  it  should  be  pointed  out  that 
base-excess  provisions  are  not  intended 
to  restrict  entry  into  the  market,  but 
to  encourage  even  seasonal  deliveries.  If 
a  market  is  over-supplied,  the  proper 
consideration  for  remedial  action  is  the 
price  level.  Base-excess  plans  should  not 
be  implemented  to  restrict  entry  into  a 
market. 

It  is  concluded  that  since  both  handler 
and  producer  groups  object  strenuously 
to  the  revision  recommended,  the  present 
provisions  of  the  base-excess  plan  con¬ 
cerning  base-forming  and  base-operat¬ 
ing  months  should  be  retained. 

Under  present  order  provisions,  a  pro¬ 
ducer’s  base  is  determined  by  multiply¬ 
ing  the  daily  base  of  such  producer  by 
the  number  of  days  for  which  such 
producer’s  milk  was  delivered  to  a 
handler(s). 

If  a  producer  makes  deliveries  every 
other  day,  such  practice  could  cause  him 
to  lose  half  his  eligible  base  pounds. 
This  would  encourage  uneconomical  de¬ 
liveries  of  milk  for  producers  who  have 
facilities  to  make  deliveries  every  other 
day.  A  situation  of  this  nature  would  be 
aggravated  in  the  case  of  a  few  pro¬ 
ducers  who  deliver  milk  every  third  day. 

The  method  provided  herein  for  the 
computation  of  bases  will  provide  uni¬ 
formity  and  accuracy  in  base  determina¬ 
tion.  To  compute  a  producer’s  base  by 
multiplying  his  average  daily  deliveries 
by  the  number  of  days  in  the  month  will 
facilitate  the  computation  of  bases  by  the 
market  administrator,  and  provide  a 
basis  for  more  orderly  marketing. 

A  producer  should  be  permitted  to 
transfer  his  entire  base  to  any  other 
dairy  farmer  so  long  as  the  transfer  is 
made  as  of  the  first  of  the  month,  and 
with  advance  notice  to  the  market  ad¬ 
ministrator.  This  will  alleviate  possible 
hardship  and  will  not  defeat  the  purpose 
of  the  base-excess  plan  which  is  to  en¬ 
courage  level  production.  The  transfer 
of  bases  as  provided  herein  will  give 
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added  assurance  to  a  producer  that  he 
will  have  the  full  benefit  of  any  base  he 
is  able  to  build,  whether  or  not  he  is  able 
to  continue  milk  production. 

A  transfer  of  bases,  as  provided  herein, 
will  alleviate  possible  hardship  cases 
which  may  arise  when  a  dairyman  needs 
to  discontinue  milk  production.  Provi¬ 
sion  for  the  transfer  of  entire  bases  will 
accomplish  this  purpose. 

Bases  should  be  transferred  by  the 
market  administrator  only  as  of  the  first 
of  the  month,  and  only  upon  advance  re¬ 
ceipt  of  a  statement  indicating  the  holder 
of  such  base  and  the  person  to  whom  the 
base  is  to  be  transferred,  and  signed  by 
both  parties. 

j.  Delete  section  No.  9  in  its  entirety, 
beginning  with  the  fifth  full  paragraph, 
column  3,  page  1136,  and  substitute  the 
following: 

9.  Compensatory  payments  on  un¬ 
priced  milk.  In  the  recommended  deci¬ 
sion,  the  provisions  for  a  compensatory 
payment  on  unpriced  milk  was  justified 
in  conjunction  with  a  market-wide  type 
pool  for  the  New  Orleans  market.  It  has 
been  concluded  elsewhere  herein  that  a 
market-wide  pool  should  not  be  estab¬ 
lished  at  this  time.  Consequently,  the 
discussion  and  provisions  relating  to 
such  compensatory  payments  are  no 
longer  appropriate. 

k.  Delete  section  No.  10  in  its  entirety, 
beginning  with  the  second  full  para¬ 
graph,  column  1,  page  1138,  and  substi¬ 
tute  the  following: 

10.  Administrative  and  other  changes. 
Handlers  should  continue  to  make  pay¬ 
ments  to  each  producer  for  milk  delivered 
by  such  producer  at  the  appropriate  uni¬ 
form  price.  Payments  due  any  producer 
for  milk  should  be  paid  by  the  handler 
to  a  cooperative  association  that  makes 
a  written  request  for  such  payments  if 
the  producer  has  given  the  cooperative 
association  written  authorization  in  the 
form  of  a  contract,  or  in  any  form,  to  col¬ 
lect  such  payments.  In  making  such 
payments  for  producer  milk  to  a  cooper¬ 
ative  association,  the  handler  should,  at 
the  same  time,  furnish  the  cooperative 
association  with  a  statement  showing  the 
name  of  each  producer  for  whom  pay¬ 
ment  is  being  made  to  the  cooperative 
association,  the  volume  and  average  but- 
terfat  content  of  milk  delivered  by  each 
such  producer,  and  the  amount  of  and 
reasons  for  any  deductions  which  the 
handler  made  from  the  amount  payable 
to  each  producer.  This  statement  is  nec¬ 
essary  so  the  cooperative  association  can 
make  proper  distribution  of  the  money 
it  collects  to  the  producer  members  for 
whom  it  makes  collections. 

Qualified  cooperative  associations  of 
dairymen,  if  they  so  request,  should  be 
permitted  to  receive  payment  from  han¬ 
dlers  for  their  producer-members  as  a 
group.  A  provision  authorizing  handlers 
to  make  payment  directly  to  such  quali¬ 
fied  cooperative  associations  for  milk 
received  from  producer  members  is  nec¬ 
essary  to  enable  an  association  to  carry 
out  the  functions  authorized  by  the  en¬ 
abling  act,  i.  e.  blending  the  net  pro¬ 
ceeds  of  all  of  its  sales  in  all  markets, 
in  all  use-classifications  and  making  dis¬ 
tribution  thereof  to  its  producers  in  ac¬ 


cordance  with  the  contract  between  the 
association  and  its  producers.  A  co¬ 
operative  association,  if  it  is  to  carry  out 
such  functions,  must  have  full  authority 
in  the  collective  bargaining  and  market¬ 
ing  of  members’  milk. 

Marketing  services.  A  provision  should 
be  included  in  the  order  for  furnishing 
market  services  to  producers,  such  as 
verifying  the  tests  and  weight^  of  pro¬ 
ducer  milk  and  furnishing  market  in¬ 
formation.  These  should  be  provided  by 
the  market  administrator  and  the  cost 
should  be  borne  by  the  producer  receiv¬ 
ing  the  service.  If  a  cooperative  asso¬ 
ciation  is  performing  such  services  for 
aj?y  member- producers  and  is  approved 
for  such  activities  by  the  Secretary,  the 
market  administrator  may  accept  this 
in  lieu  of  his  own  service. 

There  is  need  for  a  marketing  service 
program  in  connection  with  the  admin¬ 
istration  of  an  order  in  this  area.  Or¬ 
derly  marketing  will  be  promoted  by 
assuring  individual  producers  that  pay¬ 
ments  received  for  their  milk  are  in  ac¬ 
cordance  with  the  classification  and 
pricing  provisions  of  the  order,  and  re¬ 
flect  accurate  weights  and  tests  of  such 
milk.  To  accomplish  this  fully,  it  is 
necessary  that  the  butterfat  tests  and 
weights  of  individual  producers  deliv¬ 
eries  of  milk  as  reported  by  the  handler 
be  verified  for  accuracy. 

In  the  case  of  producers  who  are  mem¬ 
bers  of  cooperatives  having  plants,  the 
matter  of  milk-testing  and  milk-weigh¬ 
ing  is  under  the  complete  control  of  such 
producers  and  is  assessed  against  such 
producers  either  through  an  association 
check-off  or  as  a  plant  operating  cost. 
Bargaining  associations  in  the  area  are 
performing  check-weighing  and  check¬ 
testing  services  for  their  members  under 
their  association  check-off.  In  order  to 
place  such  services  on  a  market-wide 
basis,  the  market  administrator  should 
also  provide  them  for  producers  not 
otherwise  receiving  services  through  a 
cooperative  association.  The  additional 
service  of  providing  market  information 
to  producers  is  carried  on,  to  some  ex¬ 
tent,  at  present,  by  the  cooperatives  al¬ 
though  detailed  information  regarding 
market  prices,  supplies,  and  the  utiliza¬ 
tion  of  milk  is  not  available  to  either 
the  cooperative  associations  and  their 
members  or  the  independent  producers. 

An  important  phase  of  the  marketing 
service  program  of  the  order  is  to  fur¬ 
nish  producers  with  correct  market  in¬ 
formation.  Efficiency  in  the  production, 
utlization,  and  marketing  of  milk  will 
be  promoted  by  the  dissemination  of  cur¬ 
rent  information  on  a  market-wide  basis 
to  all  producers. 

To  enable  the  market  administrator  to 
furnish  these  marketing  services,  provi¬ 
sion  should  be  made  for  a  maximum  de¬ 
duction  of  5  cents  per  hundredweight 
with  respect  to  receipts  of  milk  from  pro¬ 
ducers  for  whom  he  renders  marketing 
services.  If  later  experience  indicates 
that  marketing  services  can  be  per¬ 
formed  at  a  lesser  rate,  provision  is  made 
for  the  Secretary  to  adjust  the  rate 
downward  without  the  necessity  of  a 
hearing.  In  the  event  any  qualified  co¬ 
operative  association  of  producers  is  de¬ 
termined  by  the  market  administrator 
to  be  performing  such  services  for  its 


members,  handlers  would  be  required  to 
pay  to  the  cooperative  association  such 
association  dues  as  are  authorized  by 
its  members. 

1.  Marketing  area.  Exception  was 
taken  by  handlers  and  producers  to  that 
portion  of  the  recommended  decision 
concerning  marketing  area.  As  a  result 
of  such  exceptions,  a  tentative  decision 
was  issued  by  the  Department  (21  P.  R. 
3023).  In  the  tentative  decision,  it  was 
proposed  that  the  marketing  area  be  ex¬ 
tended  beyond  the  territory  proposed  for 
extension  in  the  recommended  decision. 
The  additional  territory  would  include 
the  parishes  of  St.  Charles,  Lafourche, 
Terrebonne  and  St.  Tammany,  all  in  the 
State  of  Louisiana.  Interested  persons 
were  afforded  an  opportunity  to  file  ex¬ 
ceptions  to  the  tentative  decision. 

As  a  result  of  such  exceptions,  it  is 
concluded  that  the  evidence  in  the  record 
concerning  competition  between  regu¬ 
lated  and  unregulated  handlers  in  this 
area  is  inadequate.  There  is  not  suf¬ 
ficient  information  concerning  the  dis¬ 
tribution  of  fluid  milk  by  regulated 
handlers  in  each  of  these  parishes. 
Therefore,  the  marketing  area  should  not 
be  extended  to  include  these  four 
parishes  at  this  time. 

General  findings,  (a)  The  proposed 
marketing  agreement  and  the  order,  as 
amended,  and  as  hereby  further 
amended,  and  all  of  the  terms  and  con¬ 
ditions  thereof,  will  tend  to  effectuate 
the  declared  policy  of  the  act; 

(b)  The  parity  prices  of  milk  as  de¬ 
termined  pursuant  to  section  2  of  the 
Act  are  not  reasonable  in  view  of  the 
price  of  feeds,  available  supplies  of  feeds 
and  other  economic  conditions  which 
affect  market  supply  of  and  demand  for 
milk  in  the  marketing  area,  and  the 
minimum  prices  specified  in  the  pro¬ 
posed  marketing  agreement  and  the 
order,  as  amended,  and  as  hereby  fur¬ 
ther  amended,  are  such  prices  as  will 
reflect  the  aforesaid  factors,  insure  a 
sufficient  quantity  of  pure  and  whole¬ 
some  milk  and  be  in  the  public  interest; 
and 

(c)  The  proposed  order,  as  amended, 
and  as  hereby  further  amended,  will 
regulate  the  handling  of  milk  in  the  same 
manner  as,  and  will  be  applicable  only 
to  persons  in  the  respective  classes  of 
industrial  and  commercial  activity  speci¬ 
fied  in  a  marketing  agreement  upon 
which  a  hearing  has  been  held. 

Order  of  the  Secretary  directing  that 
a  referendum  he  conducted  among  the 
producers  supplying  milk  to  the  New 
Orleans,  Louisiana,  marketing  area;  de¬ 
termination  of  a  representative  period 
and  designation  of  an  agent  to  conduct 
such  referendum.  Pursuant  to  section 
8c  (19)  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.  S.  C.  608c  (19)),  it  is  hereby  directed 
that  a  referendum  be  conducted  among 
the  producers  (as  defined  in  the  order, 
as  amended,  regulating  the  handling  of 
milk  in  the  New  Orleans,  Louisiana, 
marketing  area)  who,  during  the  month 
of  May  1956,  were  engaged  in  the  pro¬ 
duction  of  milk  for  sale  in  the  marketing 
area  specified  in  the  aforesaid  order  to 
determine  whether  such  producers  favor 
the  issuance  of  an  order  amending  the 
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order,  as  amended,  which  is  filed  simul¬ 
taneously  herewith. 

The  month  of  May  1956  is  hereby  de¬ 
termined  to  be  the  representative  period 
for  the  conduct  of  such  referendum. 

W.  M.  Costello  is  hereby  designated 
agent  of  the  Secretary  to  conduct  such 
referendum  in  accordance  with  the  pro¬ 
cedure  for  the  conduct  of  referenda  to 
determine  producer  approval  of  milk 
marketing  orders  as  published  in  the 
Federal  Register  on  August  10,  1950  (15 
F.  R.  5177),  such  referendum  to  be  com¬ 
pleted  on  or  before  the  12th  day  from 
the  date  this  referendum  order  is  issued. 

Marketing  agreement  and  order,  as 
amended.  Annexed  hereto  and  made  a 
part  hereof  are  two  documents  entitled, 
respectively,  “Marketing  Agreement 
Regulating  the  Handling  of  Milk  in  the 
New  Orleans,  Louisiana,  Marketing 
Area”,  and  “Order,  as  Amended,  Reg¬ 
ulating  the  Handling  of  Milk  in  the  New 
Orleans,  Louisiana,  Marketing  Area”, 
which  have  been  decided  upon  as  the  de¬ 
tailed  and  appropriate  means  of  effec¬ 
tuating  the  foregoing  conclusions.  These 
documents  shall  not  become  effective  un¬ 
less  and  until  the  requirements  of  §  900.14 
of  the  rules  of  practice  and  procedure, 
as  amended,  governing  proceedings  to 
formulate  marketing  agreements  and  or¬ 
ders  have  been  met. 

It  is  hereby  ordered,  That  all  of  this 
decision,  except  the  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  attached  or¬ 
der,  as  amended. 

This  decision  filed  at  Washington, 
D.  C.,  this  3d  day  of  July  1956. 

[seal]  Earl  L.  Butz, 

Assistant  Secretary. 

Order 1  as  Amended,  Regulating  the 

Handling  of  Milk  in  the  New  Orleans, 

Louisiana,  Marketing  Area 

§  942.0  Findings  and  determinations. 
The  findings  and  determinations  here¬ 
inafter  set  forth  are  supplementary  and 
in  addition  to  the  findings  and  deter¬ 
minations  previously  made  in  connec¬ 
tion  with  the  issuance  of  the  aforesaid 
order  and  each  of  the  previously  issued 
amendments  thereto;  and  all  of  said 
previous  findings  and  determinations 
are  hereby  ratified  and  affirmed,  except 
insofar  as  such  findings  and  determina¬ 
tions  may  be  in  conflict  with  findings 
and  determinations  set  forth  herein. 

(a)  Findings  upon  the  basis  of  the 
hearing  record.  Pursuant  to  the  pro¬ 
visions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.  S.  C.  601  et  seq.),  and  the  applicable 
rules  of  practice  and  procedure,  as 
amended,  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900) ,  a  public  hear¬ 
ing  was  held  upon  a  proposed  tentative 
marketing  agreement  and  order,  as 
amended,  and  as  hereby  further  amend  - 


1  This  order  shall  not  become  effective  un¬ 
less  and  until  the  requirements  of  §  900.14 
of  the  rules  of  practice  and  procedure,  as 
amended,  governing  proceedings  to  formulate 
marketing  agreements  and  orders  have  been 
met. 


ed,  regulating  the  handling  of  milk  in  the 
New  Orleans,  Louisiana,  marketing  area. 
Upon  the  basis  of  the  evidence  intro¬ 
duced  at  such  hearing,  and  the  record 
thereof,  it  is  found  that: 

(1)  The  said  order,  as  amended,  and 
as  hereby  further  amended,  and  all  of 
the  terms  and  conditions  thereof,  will 
tend  to  effectuate  the  declared  policy  of 
the  act; 

(2)  The  parity  prices  of  milk  as  de¬ 
termined  pursuant  to  section  2  of  the 
act  are  not  reasonable  in  view  of  the 
price  of  feeds,  available  supplies  of  feeds, 
and  other  economic  conditions  which 
affect  market  supply  of  and  demand  for 
milk  in  the  marketing  area,  and  the 
minimum  prices  specified  in  the  order, 
as  amended,  and  as  hereby  further 
amended,  are  such  prices  as  will  reflect 
the  aforesaid  factors,  insure  a  sufficient 
quantity  of  pure  and  wholesome  milk, 
and  be  in  the  public  interest;  and 

(3)  The  said  order,  as  amended,  and 
as  hereby  further  amended,  regulates  the 
handling  of  milk  in  the  same  manner  as, 
and  is  applicable  only  to,  persons  in  the 
respective  classes  of  industrial  and  com¬ 
mercial  activity,  specified  in  a  market¬ 
ing  agreement  upon  which  a  hearing  has 
been  held. 

Order  relative  to  handling.  It  Is 
therefore  ordered  that  on  and  after  the 
effective  date  hereof,  the  handling  of 
milk  in  the  New  Orleans,  Louisiana,  mar¬ 
keting  area  shall  be  in  conformity  to  and 
in  compliance  with  the  following  terms 
and  conditions: 

The  provisions  of  §§  942.1  to  942.111, 
both  inclusive,  herein  set  forth,  shall  be 
and  are  the  terms  and  conditions  of  this 
order,  as  amended,  and  as  hereby  fur¬ 
ther  amended. 

DEFINITIONS 

§  942.1  Act.  “Act”  means  Public  Act 
No.  10,  73d  Congress,  as  amended  and 
as  re-enacted  and  amended  by  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.). 

§  942.2  Secretary.  “Secretary”  means 
the  Secretary  of  Agriculture  or  any  offi¬ 
cer  or  employee  of  the  United  States  who 
is  authorized  to  exercise  the  powers  or 
to  perform  the  duties  of  the  Secretary 
of  Agriculture. 

§  942.3  Department  of  Agriculture. 
“Department  of  Agriculture”  means  the 
United  States  Department  of  Agriculture 
or  such  other  Federal  agency  as  may  be 
authorized  to  perform  the  price  report¬ 
ing  functions  specified  in  this  part. 

§  942.4  New  Orleans  marketing  area. 
“New  Orleans  marketing  area”  herein¬ 
after  called  the  “marketing  area”  means 
all  territory  included  within  the  bound¬ 
aries  of  the  parishes  of  Jefferson,  Or¬ 
leans,  Plaquemines  and  St.  Bernard,  all 
in  the  State  of  Louisiana. 

§  942.5  Person.  “Person”  means  any 
individual,  partnership,  corporation,  as¬ 
sociation  or  other  business  unit. 

§  942.6  Producer.  “Producer”  means 
any  person  other  than  a  producer-han¬ 
dler  who  produces  milk  in  compliance 
with  the  Grade  A  inspection  require¬ 
ments  of  the  health  authority  having 
jurisdiction  within  the  marketing  area. 


which  milk  is  received  during  the  month 
at  a  fluid  milk  plant. 

§  942.7  Handler.  “Handler”  means 
any  person  in  his  capacity  as  the  opera¬ 
tor  of  a  fluid  milk  plant. 

§  942.8  Producer -handler.  “P  r  o- 

ducer-handler”  means  any  person  who 
produces  milk  and  who  processes  milk 
from  his  own  production  and  distributes 
all  or  a  portion  of  such  milk  in  the  mar¬ 
keting  area  as  Class  I  milk  but  who  re¬ 
ceives  no  milk  from  dairy  farmers  or 
other  producer-handlers  in  bulk. 

§  942.9  Fluid  milk  plant.  “Fluid  milk 
plant”  means  a  milk  plant  (a)  where 
milk  is  processed  and  packaged  and  from 
which  Class  I  milk  pursuant  to  §  942.41 
(a)  is  disposed  of  to  retail  or  wholesale 
outlets  (including  plant  stores)  in  the 
marketing  area,  or  (b)  from  which  milk 
or  cream  is  transferred  to  a  plant  de¬ 
scribed  in  paragraph  (a)  of  this  section: 
Provided,  That  any  such  transferring 
plant  shall  not  be  included  in  this  defini¬ 
tion  during  any  month  in  which  there  is 
shipped  from  such  plant  only  Class  n 
milk  as  defined  in  §  942.41  (b) ,  or  during 
any  of  the  months  of  September,  Octo¬ 
ber,  November  and  December,  in  which 
shipments  of  fluid  whole  milk  or  fluid 
skim  milk  from  such  plant  are  made  to 
a  plant  described  in  paragraph  (a)  of 
this  section  on  less  than  20  days  or 
during  any  other  month  in  which  such 
shipments  are  made  on  less  than  5  days. 

§  942.10  Producer  milk.  “Producer 
milk”  means  any  skim  milk  or  butterfat 
contained  in  milk  received  by  a  handler 
either  directly  from  producers  or  from 
other  handlers. 

§  942.11  Other  source  milk.  “Other 
source  milk”  means  all  skim  milk  and 
butterfat  received  in  any  form  from  a 
source  other  than  producers  or  other 
handlers,  except  any  nonfluid  product 
received  and  disposed  of  in  the  same 
form. 

§  942.12  Cooperative  association. 
“Cooperative  association”  means  any  co¬ 
operative  association  of  producers  which 
the  Secretary  determines: 

(a)  To  be  qualified  under  the  provi¬ 
sions  of  the  Act  of  Congress  of  February 
18,  1922,  as  amended,  known  as  the 
“Capper- Volstead  Act”;  and 

(b)  To  have  and  to  be  exercising  full 
authority  in  the  sale  of  milk  of  its  mem¬ 
bers. 

§  942.13  Base  milk.  “Base  milk” 
means  milk  received  at  fluid  milk  plants 
from  a  producer  during  any  of  the 
months  of  March  through  August  which 
is  not  in  excess  of  such  producer’s  daily 
base  computed  pursuant  to  §  942.92  mul¬ 
tiplied  by  the  number  of  days  in  such 
month. 

§  942.14  Excess  milk.  “Excess  milk” 
means  milk  received  from  a  producer 
during  any  of  the  months  of  March 
through  August  which  is  in  excess  of  the 
base  milk  of  such  producer  for  such 
month. 

§  942.15  Chicago  butter  price.  “Chi¬ 
cago  butter  price”  means  the  simple 
average  as  computed  by  the  market  ad¬ 
ministrator  of  the  daily  wholesale  selling 


Tuesday ,  July  10,  1956 


FEDERAL  REGISTER 


5109 


prices  (using  the  midpoint  of  any  range 
as  one  price)  per  pound  of  92 -score  bulk 
creamery  butter  at  Chicago  as  reported 
during  the  month  by  the  Department  of 
Agriculture. 

§  942.16  Fluid  milk  product.  “Fluid 
milk  product”  means  milk  (including 
concentrated  and  frozen  milk),  skim 
milk,  buttermilk,  flavored  milk,  flavored 
milk  drinks  (including  eggnog),  yogurt, 
cream,  or  any  mixture  in  fluid  form  of 
milk,  skim  milk  and  cream  (except  steri¬ 
lized  products  packaged  in  hermetically 
sealed  containers,  ice  cream,  and  ice 
cream  mix). 

MARKET  ADMINISTRATOR 

§  942.20  Designation.  The  agency 
for  the  administration  of  this  part  shall 
be  a  market  administrator,  selected  by 
the  Secretary,  who  shall  be  entitled  to 
such  compensation  as  may  be  determined 
by,  and  shall  be  subject  to  removal  at  the 
discretion  of,  the  Secretary. 

§  942.21  Powers.  The  market  admin¬ 
istrator  shall  have  the  following  poWers 
with  respect  to  this  part: 

(a)  To  administer  its  terms  and  pro¬ 
visions; 

(b)  To  make  rules  and  regulations  to 
effectuate  its  terms  and  provisions; 

(c)  To  receive,  investigate,  and  re¬ 
port  to  the  Secretary  complaints  of 
violations;  and 

(d)  To  recommend  amendments  to 
the  Secretary. 

§  942.22  Duties.  The  market  admin¬ 
istrator  shall  perform  all  duties  neces¬ 
sary  to  administer  the  terms  and  pro¬ 
visions  of  this  part,  including,  but  not 
limited  to  the  following : 

(a)  Within  45  days  following  the 
date  on  which  he  enters  upon  his  duties, 
or  such  lesser  period  as  may  be  pre¬ 
scribed  by  the  Secretary,  execute  and 
deliver  to  the  Secretary  a  bond,  effective 
as  of  the  date  on  which  he  enters  upon 
his  duties,  and  conditioned  upon  the 
faithful  performance  of  such  duties,  in 
an  amount  and  with  surety  thereon 
satisfactory  to  the  Secretary; 

(b)  Employ  and  fix  the  compensation 
of  such  persons  as  may  be  necessary  to 
enable  him  to  administer  its  terms  and 
provisions; 

(c)  Obtain  a  bond  in  a  reasonable 
amount  and  with  reasonable  surety 
thereon  covering  each  employee  who 
handles  funds  entrusted  to  the  market 
administrator; 

(d)  Pay  out  of  the  funds  received  pur¬ 
suant  to  §  942.83:  (1)  The  cost  of  his 
bond  and  of  the  bonds  of  Ijis  employees, 
(2)  his  own  compensation,  and  (3)  all 
other  expenses  (except  those  incurred 
under  §  942.82)  necessarily  incurred  by 
him  in  the  maintenance  and  function¬ 
ing  of  his  office  and  in  the  performance 
of  his  duties; 

(e)  Keep  such  books  and  records  as 
will  clearly  reflect  the  transactions  pro¬ 
vided  for  in  this  section,  and,  upon  re¬ 
quest  by  the  Secretary,  surrender  the 
same  to  such  other  persons  as  the  Secre¬ 
tary  may  designate; 

(f)  Publicly  disclose  to  handlers  and 
producers,  at  his  discretion,  unless  other¬ 
wise  directed  by  the  Secretary,  the  name 
of  any  handler  who,  after  the  date  on 


which  he  is  required  to  perform  such  acts, 
has  not  made  reports  pursuant  to 
§§  942.30  and  942.31,  or  payments  pur¬ 
suant  to  §§  942.80  and  942.83; 

(g)  Submit  his  books  and  records  to 
examination  by  the  Secretary  and  fur¬ 
nish  such  information  and  reports  as 
may  be  requested  by  the  Secretary; 

(h)  Prepare  and  make  available  for 
the  benefit  of  producers,  consumers  and 
handlers,  general  statistics  and  informa¬ 
tion  concerning  the  operation  of  this 
order  which  do  not  reveal  confidential 
information; 

(i)  Verify  all  reports  and  payments 
of  each  handler  by  audit  of  the  records 
of  such  handler  or  any  other  handler  or 
person  to  whom  skim  milk  and  butter- 
fat  are  transferred,  or  by  such  other 
means  as  are  necessary; 

( j )  From  time  to  time,  as  conditions  in 
the  market  warrant,  publicly  announce 
the  name  of  each  handler  whose  receipts 
of  skim  milk  and  butterfat  in  milk  re¬ 
ceived  from  producers  are  more  than  105 
percent  and  less  than  95  percent,  respec¬ 
tively,  of  his  total  utilization  of  skim  milk 
and  butterfat,  respectively,  in  Class  I 
milk;  and 

(k)  On  or  before  the  date  specified 
publicly  announce,  and  mail  to  each 
handler  at  his  last  known  address  a  no¬ 
tice  of  the  following: 

(l)  The  5th  day  of  each  month,  the 
Class  I  milk  price  and  the  Class  I  butter¬ 
fat  differential,  both  for  the  current 
month,  and  the  Class  II  milk  price  and 
the  Class  II  butterfat  differential,  both 
for  the  preceding  month; 

(2)  The  11th  day  of  each  month  dur¬ 
ing  the  period  October  through  March, 
the  uniform  price  for  each  handler  com¬ 
puted  pursuant  to  §  942.71,  and  the  but¬ 
terfat  differential  computed  pursuant  to 
§  942.73,  both  for  the  preceding  month; 
and 

(3)  The  11th  day  of  each  month  dur¬ 
ing  the  period  April  through  September, 
the  uniform  prices  for  base  and  excess 
milk  for  each  handler  computed  pur¬ 
suant  to  §  942.72,  and  the  butterfat  dif¬ 
ferential  computed  pursuant  to  §  942.73, 
both  for  the  preceding  month. 

REPORTS,  RECORDS,  AND  FACILITIES 

§  942.30  Reports  of  sources  and  utili¬ 
sation.  On  or  before  the  5th  day  after 
the  end  of  each  month  each  handler,  ex¬ 
cept  a  producer-handler,  shall  report  for 
each  of  his  fluid  milk  plants  for  such 
month  to  the  market  administrator  in 
the  detail  and  on  forms  prescribed  by  the 
market  administrator  as  follows: 

(a)  The  quantities  of  skim  milk  and 
butterfat  contained  in: 

(1)  Producer  milk; 

(2)  Fluid  milk  products  received  from 
other  fluid  milk  plants ; 

(3)  Other  source  milk; 

(4)  Inventories  of  fluid  milk  products 
on  hand  at  the  beginning  of  the  month; 
and 

(b)  The  utilization  of  all  skim  milk 
and  butterfat  required  to  be  reported 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion,  including  inventories  of  fluid  milk 
products  on  hand  at  the  end  of  the 
month. 

§  942.31  Other  reports,  (a)  Each 
producer-handler  shall  make  reports  to 


the  market  administrator  at  such  time 
and  in  such  manner  as  the  market  ad¬ 
ministrator  may  prescribe. 

(b)  Each  handler,  except  a  producer- 
handler,  shall  report  to  the  market  ad¬ 
ministrator  in  the  detail  and  on  forms 
prescribed  by  the  market  administrator: 

(1)  On  or  before  the  5th  day  of  each 
month  during  the  period  April  through 
September  the  aggregate  quantity  of 
base  milk  received  at  his  fluid  milk 
plant(s)  for  the  preceding  month; 

(2)  On  or  before  the  20th  day  after 
the  end  of  the  month,  for  each  of  his 
fluid  milk  plants,  his  producer  payroll 
for  such  month  which  shall  show  for 
each  producer:  (i)  His  name  and  ad¬ 
dress,  (ii)  the  total  pounds  of  milk  re¬ 
ceived  from  such  producer  or  cooperative 
association,  including  the  pounds  of  base 
milk,  (iii)  the  days  for  which  milk  was 
received  from  such  producer  if  less  than 
the  entire  month,  (iv)  the  average  but¬ 
terfat  content  of  such  milk,  and  (v)  the 
net  amount  of  §uch  handler’s  payment 
to  the  producer  or  cooperative  associa¬ 
tion,  together  with  the  price  paid  and 
the  amount  and  nature  of  any  deduc¬ 
tions;  and 

(3)  Such  other  information  with  re¬ 
spect  to  his  sources  and  utilization  of 
butterfat  and  skim  milk  as  the  market 
administrator  may  prescribe. 

§  942.32  Records  and  facilities.  Each 
handler  shall  maintain  and  make  avail¬ 
able  to  the  market  administrator  during 
the  usual  hours  of  business  such  accounts 
and  records  of  his  operations  and  such 
facilities  as  are  necessary  for  the  market 
administrator  to  verify  or  establish  the 
correct  data  for  each  month  with  respect 
to: 

(a)  The  receipt  and  utilization  of  all 
skim  milk  and  butterfat  handled  in  any 
form; 

(b)  The  weights  and  tests  for  butter¬ 
fat  and  other  content  of  all  products 
handled; 

(c)  The  pounds  of  skim  milk  and  but¬ 
terfat  contained  in  or  represented  by  all 
items  of  products  on  hand  at  the  begin¬ 
ning  and  end  of  each  month ;  and 

(d)  Payments  to  producers,  including 
any  deductions  authorized  by  producers, 
and  disbursement  of  money  so  deducted. 

§  942.33  Retention  of  records.  All 
books  and  records  required  under  this 
part  to  be  made  available  to  the  market 
administrator  shall  be  retained  by  the 
handler  for  a  period  of  three  years  to 
begin  at  the  end  of  the  month  to  which 
such  books  and  records  pertain:  Pro¬ 
vided,  That  if,  within  such  three-year 
period,  the  market  administrator  notifies 
the  handler  in  writing  that  the  retention 
of  such  books  and  records,  or  of  specified 
books  and  records,  is  necessary  in  con¬ 
nection  with  a  proceeding  under  section 
8c  (15)  (A)  of  the  act  or  a  court  action 
specified  in  such  notice,  the  handler 
shall  retain  such  books  and  records,  or 
specified  books  and  records,  until  further 
written  notification  from  the  market  ad¬ 
ministrator.  In  either  case,  the  market 
administrator  shall  give  further  written 
notification  to  the  handler  promptly 
upon  the  termination  of  the  litigation  or 
when  the  records  are  no  longer  necessary 
in  connection  therewith. 
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CLASSIFICATION  OF  MILK 

§  942.40  Skim  milk  and  butter  fat  to 
be  classified.  The  skim  milk  and  butter- 
fat  to  be  reported  for  fluid  milk  plants 
pusuant  to  §  942.30  (a)  shall  be  classified 
each  month  by  the  market  administra¬ 
tor,  pursuant  to  the  provisions  of 
§§  942.41  through  942.45. 

§  942.41  Classes  of  utilization.  Sub¬ 
ject  to  the  conditions  set  forth  in 
§§  942.42  through  942.45,  the  classes  of 
utilization  shall  be  as  follows: 

(a)  Class  I  milk.  Class  I  milk  shall  be 
all  skim  milk  and  butterfat;  (1)  disposed 
of  from  the  plant  in  the  form  of  fluid 
milk  products,  except  those  classified 
pursuant  to  paragraph  (b)  (3)  and  (4) 
of  this  section,  and  (2)  not  specifically 
accounted  for  as  Class  II  milk. 

(b)  Class  II  milk.  Class  II  milk  shall 
be  all  skim  milk  and  butterfat:  (1)  Used 
to  produce  any  product  other  than  a 
fluid  milk  product;  (2)  contained  in  in¬ 
ventories  of  fluid  milk  products  on  hand 
at  the  end  of  the  month;  (3)  disposed  of 
as  dumped  skim  milk; ^(4)  disposed  of  as 
skim  milk  and  used  for  livestock  feed; 
and  (5)  in  shrinkage  not  to  exceed  an 
amount  calculated  as  follows:  (i)  0.5 
percent  of  milk  received  from  producers 
and  disposed  of  as  whole  milk,  skim  milk 
or  cream  in  bulk  tank  lots;  Cii)  1.5  per¬ 
cent  of  the  skim  milk  or  butterfat  re¬ 
ceived  as  bulk  tank  lots  of  milk  and 
disposed  of  in  a  form  other  than  bulk 
tank  lots  of  milk:  Provided,  That  any 
disposition  of  milk  in  bulk  tank  lots  shall 
be  assigned  to  receipts  of  milk  in  such 
form;  and  (iii)  2.0  percent  of  milk  re¬ 
ceived  from  producers  and  disposed  of 
in  a  form  other  than  bulk  tank  lots  of 
whole  milk,  skim  milk  or  cream. 

§  942.42  Responsibility  of  handlers. 
All  skim  milk  and  butterfat  to  be  classi¬ 
fied  pursuant  to  this  part  shall  be  classi¬ 
fied  as  Class  I  milk,  unless  the  handler 
who  first  receives  such  skim  milk  and 
butterfat  establishes  to  the  satisfaction 
of  the  market  administrator  that  it 
should  be  classified  as  Class  II  milk. 

§  942.43  Transfers.  Skim  milk  or 
butterfat  disposed  of  by  a  handler  during 
any  month  in  fluid  form  as  milk,  skim 
milk  or  cream  by  transfer  to  another 
plant  shall  be  classified  as  follows: 

(a)  As  Class  I  milk  if  transferred  to 
the  fluid  milk  plant  of  another  handler 
(except  a  producer -handler) ,  unless  uti¬ 
lization  in  a  product  specified  in  §  942.41 

(b)  is  mutually  indicated  in  writing  to 
the  market  administrator  by  both  han¬ 
dlers  on  or  before  the  5th  day  after  the 
end  of  the  month  in  which  such  transfer 
occurred:  Provided,  That  the  amount  of 
skim  milk  or  butterfat  shall  not  exceed 
the  total  skim  milk  or  butterfat  so  used 
during  the  month  by  the  transferee- 
handler:  And  provided  further.  That  if 
either  or  both  handlers  have  received 
other  source  milk,  skim  milk  and  butter¬ 
fat  so  transferred  shall  be  classified  at 
both  plants  so  as  to  return  the  highest 
available  utilization  to  milk  received 
from  producers ; 

(b)  As  Class  I  milk  if  transferred  to  a 
producer-handler ; 

(c)  As  Class  I  milk  if  transferred  to 
any  plant  other  than  a  fluid  milk  plant 
unless: 


(1)  The  handler  claims  utilization  in 
a  product(s)  specified  in  §  942.41  (b) ; 

(2)  The  operator  of  such  nonfluid 
milk  plant  maintains  books  and  records 
showing  the  receipts  and  utilization  of 
all  skim  milk  and  butterfat  at  such  plant 
which  are  available  if  requested  by  the 
market  administrator  for  the  purpose  of 
verification;  and 

(3)  The  utilization  of  skim  milk  and 
butterfat  at  such  nonfluid  milk  plant 
in  fluid  milk  products  is  less  than  the 
total  pounds  of  skim  milk  and  butterfat, 
respectively,  received  from  the  trans¬ 
feror-handler  (s)  and  from  dairy  farmers 
whom  the  market  administrator  deter¬ 
mines  constitute  the  regular  source  of 
supply  for  fluid  use  in  such  plant,  in 
which  case  the  skim  milk  and  butterfat 
transferred  shall  be  assigned  to  the  re¬ 
maining  uses  of  skim  milk  and  butterfat, 
respectively,  during  such  month,  for 
which  producers  receive  the  highest  rate 
of  return  after  the  similar  assignment 
of  the  receipts  of  skim  milk  and  butter¬ 
fat  from  such  dairy  farmers. 

§  942.44  Computation  of  skim  milk 
and  butterfat  in  each  class.  For  each 
month,  the  market  administrator  shall 
correct  for  mathematical  and  other  ob¬ 
vious  errors,  the  reports  submitted  by 
each  handler  pursuant  to  §  242.30  and 
compute  the  total  pounds  of  skim  milk 
and  butterfat,  respectively,  in  Class  I 
milk  and  Class  II  milk  at  all  of  the  fluid 
milk  plants  of  such  handler. 

§  242.45  Allocation  of  skim  milk  and 
butterfat  classified,  (a)  The  pounds  of 
skim  milk  remaining  in  each  class  after 
making  the  following  computations  each 
month  with  respect  to  the  fluid  milk 
plant  (s)  of  each  handler,  shall  be  the 
pounds  of  skim  milk  in  such  class  allo¬ 
cated  to  the  producer  milk  of  such  han¬ 
dler  for  such  month. 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  II  milk  the  shrinkage 
of  skim  milk  in  producer  milk  classified 
as  Class  II  milk  pursuant  to  §  942.41  (b) ; 

(2)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  Class  II  milk  the  re¬ 
maining  pounds  of  skim  milk  received 
in  other  source  milk:  Provided,  That  if 
the  pounds  of  skim  milk  to  be  subtracted 
exceed  the  remaining  pounds  of  skim 
milk  in  Class  II  milk,  the  balance  shall 
be  subtracted  from  the  jpounds  of  skim 
milk  in  Class  I  milk; 

(3)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  Class  II  milk  the 
pounds  of  skim  milk  contained  in  inven¬ 
tory  of  fluid  milk  products  on  hand  at 
the  beginning  of  the  month:  Provided, 
That  if  the  pounds  of  skim  milk  in  such 
inventory  exceed  the  remaining  pounds 
of  skim  milk  in  Class  II  milk,  the  balance 
shall  be  subtracted  from  the  pounds  of 
skim  milk  remaining  in  Class  I  milk; 

(4)  Subtract  the  pounds  of  skim  milk 
in  fluid  milk  products  received  from  fluid 
milk  plants  of  other  handlers  from  the 
pounds  of  skim  milk  remaining  in  the 
class  to  which  assigned,  pursuant  to 
§  942.43  (a) ; 

(5)  Add  to  the  pounds  of  skim  milk 
remaining  in  Class  II  milk  the  pounds  of 
skim  milk  subtracted  pursuant  to  sub- 
par  agragh  (1)  of  this  paragraph; 


(6)  If  the  pounds  of  skim  milk  re¬ 
maining  in  all  classes  exceed  the  pounds 
of  skim  milk  in  milk  received  from  pro¬ 
ducers,  substract  such  excess  from  the 
pounds  of  skim  milk  remaining  in  the 
various  classes  in  series  beginning  with 
Class  II  milk.  Any  amount  so  subtracted 
shall  be  known  as  “overage”. 

-  (b)  Determine  the  pounds  of  butterfat 
in  each  class  to  be  allocated  to  producer 
milk  in  the  manner  prescribed  in  para¬ 
graph  (a)  of  this  section  for  determining 
the  allocation  of  skim  milk  to  producer 
milk. 

(c)  Add  the  pounds  of  skim  milk  and 
the  pounds  of  butterfat  in  each  class  cal¬ 
culated  pursuant  to  paragraphs  (a)  and 
(b)  of  this  section  and  determine  the 
percentage  of  butterfat  in  the  producer 
milk  allocated  to  each  class. 

MINIMUM  PRICES 

§  942.50  Basic  formula  price.  The 
highest  of  the  prices  computed  pursuant 
to  paragraphs  (a),  (b)  and  (c)  of  this 
section,  rounded  to  the  nearest  whole 
cent,  shall  be  known  as  the  basic  formula 
price. 

(a)  Divide  the  average  of  the  basic 
(or  field)  prices  per  hundredweight  re¬ 
ported  to  have  been  paid  or  to  be  paid 
for  milk  of  3.5  percent  butterfat  content 
received  from  farmers  during  the  month 
at  the  following  plants  or  places  for 
which  prices  have  been  reported  to  the 
market  administrator  or  to  the  Depart¬ 
ment  of  Agriculture  by  3.5  and  multiply 
by  4.0: 

Present  Operator  and  Location 

Borden  Company,  Mount  Pleasant,  Mich. 

Borden  Company,  New  London,  Wis. 

Borden  Company,  Orfordville,  Wis. 

Carnation  Company,  Oconomowoc,  Wis. 

Carnation  Company,  Richland  Center,  Wis. 

Carnation  Company,  Sparta,  Mich. 

Pet  Milk  Company,  Belleville,  Wis. 

Pet  Milk  Company,  Coopersville,  Mich. 

Pet  Milk  Company,  Hudson,  Mich. 

Pet  Milk  Company,  New  Glarus,  Wis. 

Pet  Milk  Company,  Wayland,  Mich. 

White  House  Milk  Company,  Manitowoc, 
Wis. 

White  House  Milk  Company,  West  Bend, 
Wis. 

(b)  The  price  computed  by  adding  to¬ 
gether  any  plus  values  computed  pursu¬ 
ant  to  subparagraphs  (1)  and  (2)  of  this 
paragraph : 

(1)  Multiply  the  Chicago  butter  price 
by  4.8 1 

(2)  Deduct  5  cents,  from  the  simple 
average  as  computed  by  the  market  ad¬ 
ministrator  of  the  weighted  averages  of 
carlot  prices  per  pound  of  nonfat  dry 
milk  solids,  spray  and  roller  process,  re¬ 
spectively,  for  human  consumption, 
f.  o.  b.  manufacturing  plants  in  the 
Chicago  area,  as  published  for  the  period 
from  the  26th  day  of  the  preceding 
month  through  the  25th  day  of  the  cur¬ 
rent  month  by  the  Department  of  Agri¬ 
culture,  and  multiply  by  7.5; 

(c)  The  average  of  the  basic  (or  field) 
prices  reported  to  have  been  paid  or  to 
be  paid  per  hundredweight  for  milk  of 
4.0  percent  butterfat  content  received 
from  farmers  during  the  month  at  the 
following  plants  or  places  for  which 
prices  have  been  reported  to  the  market 
administrator  or  to  the  Department  of 
Agriculture : 


■ 
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Tuesday ,  July  10 ,  1956 

Present  Operator  and  Location 

Pet  Milk  Company,  Kosciusko.  Miss. 

Borden  Food  Company,  Starkville,  Miss. 

Kraft  Foods  Company,  Newton,  Miss. 

Wilson  and  Company,  Macon,  Miss. 

§  942.51  Class  prices.  Subject  to  the 
provisions  of  §§  942.52  and  942.53,  the 
class  prices  per  hundredweight  of  milk 
containing  4.0  percent  butterfat  shall  be 
determined  for  each  month  as  follows: 

(a)  Class  I  milk  price.  The  Class  I 
milk  price  shall  be  the  basic  formula 
price  for  the  preceding  month,  plus  $2.20 
during  the  months  of  March  through 
August,  and  $2.65  in  all  other  months, 
plus  or  minus  a  supply-demand  adjust¬ 
ment  calculated  for  each  month  as  fol¬ 
lows:  Provided,  That  from  the  effective 
date  hereof  through  February  1957,  the 
Class  I  milk  price  shall  be  the  basic  for¬ 
mula  price  for  the  preceding  month  plus 
$2.65:  And  provided  further.  That  from 
the  effective  date  hereof  through  Febru¬ 
ary  1957,  such  supply-demand  adjust¬ 
ment  shall  not  apply: 

(1)  Divide  the  total  receipts  of  pro¬ 
ducer  milk  in  the  two  immediately  pre¬ 
ceding  months  by  the  total  gross  volume 
of  Class  I  milk  (less  interhandler  trans¬ 
fers)  for  such  months,  multiply  the  re¬ 
sult  by  100,  and  round  to  the  nearest 
whole  number.  The  result  shall  be 
known  as  the  “current  supply-demand 
relationship.” 

(2)  Compute  a  net  deviation  percent¬ 
age  by  subtracting  from  the  “current 
supply-demand  relationship”  computed 
pursuant  to  subparagraph  (1)  of  this 
paragraph,  the  “representative  supply- 
demand  index”  shown  below: 


Delivery  period  for 
which  the.  Class  I 
price  is  computed 

Delivery  periods  used  to 
compute  relationship 

Represent¬ 

ative 

supply- 

demand 

index 

October-N  o  vember _ 

11S 

February . 

N  o  vember-Decethber . . . 

123 

December-J  anuary . 

128 

J  anuary-F  ebruary . 

133 

February-M  arch . 

13<i 

March- April . 

138 

July 

137 

May-June . 

134 

Jun'e-July . . 

131 

July-August . . 

127 

August-September _ 

121 

September-October _ 

113 

(3)  Determine  the  amount  of  the  sup¬ 
ply-demand  adjustment  from  the  follow¬ 
ing  schedule : 

Adjustment 


Net  deviation  amount 

(percentage  points) :  (cents) 

—  24  or  more _ -  j-h  49 

—  21  or  -22 _ . —  +43 

-18  or  -19 . -  1+37 

—  15  or  -16 .  1+31 

—  12  or -13 . -  +25 

—  9  or -10 . -  +19 

-6  or —7. .  +13 

—  3  or  —4 _ +7 

—  1,  0,  or  +1 _ -  0 

!+3  or  +4 . -  •— 7 

+  6  or  +7 . . . .  —13 

+  9  or  +10. . . . >- . -  i—19 

+  12  or +13 . . .  —25 

+  15  or  +16 . . -  —31 

+  18  or  +19. . . .  —37 

+  21  or  +22 . . .  i— 43 

+  24  or  more _ —49 

In  case  the  net  deviation  percentage 
does  not  fall  within  the  tabulated  brack- 
No.  132 - 5 
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ets,  the  adjustment  amount  shall  be  de¬ 
termined  by  the  adjacent  net  deviation 
bracket  which  is  the  same  or  nearest  to 
the  bracket  used  in  the  previous  month. 

(b)  Class  II  milk  price.  The  Class  II 
milk  price  shall  be  the  price  determined 
pursuant  to  §  942.50  (c)  plus  15  cents 
during  the  months  February  through 
August,  and  plus  25  cents  during  all  other 
months:  Provided:  That,  in  no  case  shall 
such  price  exceed  the  basic  formula 
price. 

§  942.52  Butterfat  differentials  to 
handlers.  For  milk  containing  more  or 
less  than  4.0  percent  butterfat,  the  class 
prices  calculated  pursuant  to  §  942.51 
shall  be  increased  or  decreased,  respec¬ 
tively,  for  each  one-tenth  percent  but¬ 
terfat  at  the  appropriate  rate  determined 
as  follows: 

(a)  Class  I  price.  Multiply  the  Chi¬ 
cago  butter  price  for  the  previous  month 
by  0.12; 

(b)  Class  II  price.  Multiply  the 
Chicago  butter  price  for  the  month  by 
0.11. 

§  942.53  Location  differentials  to  han¬ 
dlers.  (a)  For  that  milk  which  is  re¬ 
ceived  from  producers  at  a  fluid  milk 
plant  situated  other  than  in  the  zone 
located  61-70  miles  from  the  City  Hall  in 
New  Orleans,  the  price  specified  in 
§  942.51  (a)  shall  be  adjusted  at  the  rate 
set  forth  in  the  following  schedule  ac¬ 
cording  to  the  location  of  the  fluid  milk 
plant  where  such  milk  is  received  from 
producers: 


Zones  measured  from  the  Rate  per 
City  Hall,  New  Orleans,  hundredweight 
La.  (miles) :  (cents) 

Not  more  than  20 _ +  28.  0 


More  than  20  but  not  more  than  30_  +8.  0 

More  than  30  but  not  more  than  40_  +6.0 

More  than  40  but  not  more  than  50_  +4.  0 

More  than  50  but  not  more  than  60-  +2.  0 

More  than  60  but  not  more  than  70_  0  .0 

More  than  70  but  not  more  than  80-  —2.0 

More  than  80  but  not  more  than  90_  —4.0 

More  than  90  but  not  more  than  100_  —6.  0 
More  than  100  but  not  more  than  110  —7.0 
Each  additional  10  miles  or  frac¬ 
tion  thereof _ -  —1.5 

(b)  The  market  administrator  shall, 
from  time  to  time,  determine  and  pub¬ 
licly  announce  the  zone  location  of  each 
plant  of  each  handler,  according  to  the 
railroad  mileage  distance  between  such 
country  plant  and  the  railroad  terminal 
in  New  Orleans,  or  according  to  the 
highway  mileage  distance  between  such 
plant  and  the  City  Hall  in  New  Orleans, 
whichever  is  shorter. 

(c)  For  the  purpose  of  this  section,  the 
skim  milk  and  butterfat  classified  as 
Class  I  during  each  month  shall  be  con¬ 
sidered  to  have  been  first  received  from 
producers  at  such  handler’s  plant  lo¬ 
cated  in  the  0-20  miles  zone,  then  that 
skim  milk  and  butterfat  which  was  re¬ 
ceived  from  producers  at  such  handler’s 
plant  in  series  beginning  with  plants  lo¬ 
cated  in  the  zone  nearest  to  New  Orleans. 

§  942.54  Use  of  equivalent  prices.  If, 
for  any  reason,  a  price  specified  in 
this  part  for  use  in  computing  class  prices 
or  for  other  purposes  is  not  reported  or 
published  in  the  manner  described  in  this 
part,  the  market  administrator  shall  use 
a  price  determined  by  the  Secretary  to 


5111 

be  equivalent  to  or  comparable  with  the 
price  which  is  specified. 

APPLICATION  OF  PROVISIONS 

5  942.60  Producer -handlers.  Sections 
942.40  through  942.45,  942.50  through 
942.53,  and  942.70  through  942.74;  942.80 
through  942.84;  and  942.90  through 
942.94  shall  not  apply  to  a  producer- 
handler. 

§  942.61  Milk  subject  to  another  Fed¬ 
eral  order.  Milk  received  at  the  plant  of 
a  handler,  the  handling  of  which  the 
Secretary  determines  to  be  subject  to 
the  pricing  and  payment  provisions  of 
any  other  Federal  milk  marketing  agree¬ 
ment  or  order  issued  pursuant  to  the 
Act  for  any  fluid  milk  marketing  area 
shall  not  be  subject  to  the  pricing  and 
payment  provisions  of  this  part. 

DETERMINATION  OF  UNIFORM  PRICE 

§  942.70  Net  obligation  of  handlers. 
The  net  obligation  of  each  handler  for 
producer  milk  received  at  his  fluid  milk 
plant (s)  during  each  month  shall  be  a 
sum  of  money  computed  by  the  market 
administrator  as  follows: 

(a)  Multiply  the  pounds  of  such  milk 
in  each  class  by  the  applicable  class 
price ; 

(b)  Add  together  the  resulting 
amounts; 

(c)  Add  the  amounts  computed  by 
multiplying  the  pounds  of  overage  de¬ 
ducted  from  each  class  by  the  applicable 
class  price; 

(d)  Add  or  subtract,  as  the  case  may 
be,  an  amount  necessary  to  correct  errors 
discovered  by  the  market  administrator 
in  the  verification  of  reports  of  such  han¬ 
dler  of  his  receipts  and  utilization  of  skim 
milk  and  butterfat  for  previous  months; 
and 

(e)  Add  the  amount  computed  by 
multiplying  the  difference  between  the 
appropriate  Class  II  price  for  the  pre¬ 
ceding  month  and  the  appropriate  Class 
I  price  for  the  current  month  by  the 
hundredweight  of  skim  milk  and  butter¬ 
fat  remaining  in  Class  II  milk  after  the 
calculations  pursuant  to  §  942.45  (a)*  (4) , 
and  (b)  for  the  preceding  month,  or  the 
hundredweight  of  skim  milk  and  butter¬ 
fat  subtracted  from  Class  I  milk  pursu¬ 
ant  to  §  942.45  (a)  (3),  and  (b)  for  the 
current  month,  whichever  is  less,  re¬ 
spectively. 

§  942.71  Computation  of  uniform 
prices  for  handlers.  For  each  of  the 
months  of  September  through  February, 
the  market  administrator  shall  compute 
a  uniform  price  for  the  producer  milk 
received  by  each  handler  as  follows: 

(a)  Adjust  the  amount  computed  pur¬ 
suant  to  §  942.70  by  the  total  of  the  lo¬ 
cation  differentials  to  be  made  pursuant 
to  §  942.74; 

(b)  Add  or  subtract  for  each  one- 
tenth  percent  that  the  average  butterfat 
test  of  producer  milk  received  by  such 
handler  is  less  or  more,  respectively,  than 
4.0  percent  an  amount  computed  by  mul¬ 
tiplying  such  difference  by  the  butterfat 
differential  to  producers  and  multiplying 
the  result  by  the  total  hundredwreight  of 
producer  milk; 

(c)  Add  the  amount  represented  by 
any  deductions  made  for  eliminating 
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fractions  of  a  cent  in  computing  the  uni¬ 
form  price(s)  for  such  handler  for  the 
preceding  month;  and 

(d)  Divide  the  resulting  amount  by 
the  total  hundredweight  of  producer  milk 
received  by  such  handler.  The  result, 
less  any  fraction  of  a  cent  per  hundred¬ 
weight,  shall  be  known  as  the  unform 
price  for  such  handler  for  milk  of  4.0 
percent  butterfat  content,  f.  o.  b.  61-70 
mile  zone. 

§  942.72  Computation  of  the  uniform 
prices  for  base  and  excess  milk  for  each 
handler.  For  each  of  the  months  of 
March  through  August,  the  market  ad¬ 
ministrator  shall  compute  for  each  han¬ 
dler  with  respect  to  his  producer  milk  a 
uniform  price  for  base  and  excess  milk 
as  follows; 

(a)  Adjust  the  amount  computed  pur¬ 
suant  to  §  942.70  by  the  total  of  the  loca¬ 
tion  differentials  computed  pursuant  to 
§  942.74; 

(b)  Add  or  subtract  for  each  one- 
tenth  percent  that  the  average  butterfat 
content  of  producer  milk  received  by 
such  handler  is  less  or  more,  respective¬ 
ly,  than  4.0  percent,  an  amount  com¬ 
puted  by  multiplying  such  difference  by 
the  butterfat  differential  to  producers 
and  multiplying  the  result  by  the  total 
hundreweight  of  producer  milk ; 

(c)  Add  the  amount  represented  by 
any  deductions  made  for  eliminating 
fractions  of  a  cent  in  computing  the  uni¬ 
form  price (s)  for  such  handler  for  the 
preceding  month; 

(d)  Subject  to  the  conditions  set  forth 
In  paragraph  (e)  of  this  section,  compute 
the  value  of  excess  milk  received  by  such 
handler  from  producers  by  multiplying 
the  quantity  of  such  milk  by  the  Class  II 
price; 

(e)  Compute  the  value  of  base  milk 
received  by  such  handler  from  producers 
by  subtracting  the  value  obtained  pursu¬ 
ant  to  paragraph  (c)  of  this  section: 
Provided.  That  if  such  resulting  value 
is  greater  than  an  amount  computed  by 
multiplying  the  pounds  of  such  base  milk 
by  the  Class  I  price,  such  value  in  excess 
thereof  shall  be  added  to  the  value  com¬ 
puted  pursuant  to  paragraph  (d)  of  this 
section  to  the  extent  that  such  excess 
price  shall  not  exceed  the  base  price  as 
calculated  herein.  Any  additional  value 
remaining  shall  be  prorated  on  a  volume 
basis  between  excess  and  base  milk; 

(f)  Divide  the  value  obtained  pursu¬ 
ant  to  paragraph  (e)  of  this  section  by 
the  hundredweight  of  base  milk  in  pro¬ 
ducer  milk.  This  result,  less  any  fraction 
of  a  cent  per  hundredweight,  shall  be 
known  as  the  uniform  price  for  such 
handler  for  base  milk  of  4.0  percent  but¬ 
terfat  content,  f.  o.  b.  61-70  mile  zone; 
and 

(g)  Divide  the  value  obtained  pursu¬ 
ant  to  paragraph  (d)  of  this  section  by 
the  hundredweight  of  excess  milk  in  pro¬ 
ducer  milk.  This  result,  less  any  frac¬ 
tion  of  a  cent  per  hundredweight,  shall 
be  known  as  the  uniform  price  for  such 
handler  for  excess  milk  of  4.0  percent 
butterfat  content. 

§  942.73  Butterfat  differential  to  pro¬ 
ducers.  The  applicable  uniform  prices 
to  be  paid  pursuant  to  §  942.80  to  pro¬ 
ducers  delivering  milk  to  each  handler 
shall  be  increased  or  decreased  for  each 


one -tenth  of  one  percent  which  the  but¬ 
terfat  content  of  his  milk  is  above  or 
below  4.0  percent,  respectively,  at  the 
rate  determined  by  multiplying  the 
pounds  of  butterfat  in  the  producer  milk 
of  such  handler  allocated  to  Class  I  and 
Class  II  milk  pursuant  to  §  942.45  (b) 
by  the  respective  butterfat  differential 
for  each  class,  dividing  the  sum  of  such 
values  by  the  total  pounds  of  such  but¬ 
terfat  and  rounding  the  resulting  figure 
to  the  nearest  half  cent . 

§  942.74  Location  differential  to  pro¬ 
ducers.  Each  handler,  in  making  pay¬ 
ments  pursuant  to  §  942.80,  shall  adjust 
the  uniform  price  of  base  milk  during 
the  months  March  through  August,  and 
of  all  milk  during  each  of  the  months 
September  through  February  for  each 
producer  with  respect  to  all  such  milk 
received  from  such  producer  at  a  fluid 
milk  plant  by  the  amount  per  hundred¬ 
weight  pursuant  to  §  942.53  (a) . 

PAYMENTS 

§  942.80  Time  and  method  of  pay¬ 
ments  to  producers,  (a)  Except  as  pro¬ 
vided  in  paragraph  (b)  of  this  section, 
each  handler  shall  make  payment  to  each 
producer  from  whom  milk  is  received 
during  the  month  as  follows; 

(1)  On  or  before  the  last  day  of  each 
month  to  each  producer  who  did  not 
discontinue  shipping  milk  to  such  han¬ 
dler  before  the  25th  day  of  the  month, 
an  amount  equal  to  not  less  than  the 
Class  n  milk  price  for  the  preceding 
month  multiplied  by  the  hundredweight 
of  milk  received  from  such  producer  dur¬ 
ing  the  first  15  days  of  the  month,  less 
proper  deductions  authorized  by  such 
producer  to  be  made  from  payments  due 
pursuant  to  this  paragraph; 

(2)  On  or  before  the  15th  day  of  the 
following  month,  each  handler  shall 
make  payment  to  each  producer  for  milk 
which  was  received  from  him  during  the 
month  at  not  less  than  the  uniform  price 
computed  pursuant  to  §  942.71  for  the 
months  September  through  February, 
and  at  not  less  than  the  uniform  price 
for  base  milk  computed  pursuant  to 
§  942.72  with  respect  to  base  milk  re¬ 
ceived  from  such  producer,  and  at  not 
less  than  the  uniform  price  for  excess 
milk  computed  pursuant  to  §  942.72  with 
respect  to  excess  milk  received  from  such 
producer  for  the  months  March  through 
August,  subject  to  the  following  adjust¬ 
ments:  (i)  The  butterfat  differential 
pursuant  to  §  942.73,  (ii)  the  location  dif¬ 
ferential  pursuant  to  §  942.74,  (iii)  less 
payments  made  to  such  producer  pur¬ 
suant  to  subparagraph  (1)  of  this  para¬ 
graph,  (iv)  less  marketing  services  de¬ 
ductions  made  pursuant  to  §  942.82,  (v) 
plus  or  minus  adjustments  for  errors 
made  in  previous  payments  to  such  pro¬ 
ducer,  and  (vi)  less  proper  deductions 
authorized  in  writing  by  such  producer. 

(b)  In  the  case  of  a  cooperative  asso¬ 
ciation  which  the  market  administrator 
determines  is  authorized  by  its  members 
to  collect  payment  for  their  milk,  and 
which  has  so  requested  any  handler  in 
writing,  such  handler  shall,  on  or  before 
the  2d  day  prior  to  the  date  on  which 
payments  are  due  individual  producers, 
pay  the  cooperative  association  for  milk 
received  during  the  month  from  the  pro¬ 


ducer  members  of  such  association  as  de¬ 
termined  by  the  market  administrator 
an  amount  equal  to  not  less  than  the 
amount  due  such  producer  members  as 
determined  pursuant  to  paragraph  (a) 
of  this  section. 

(c)  Each  handler  shall  furnish  the 
person  to  whom  payment  is  to  be  made 
pursuant  to  this  section  with  the  follow¬ 
ing  information: 

(1)  On  or  before  the  25th  day  of  the 
month,  the  pounds  of  milk  received  from 
the  producer  or  from  each  member  of 
the  cooperative  association  during  the 
first  15  days  of  such  month; 

(2)  On  or  before  the  7th  day  of  the 
following  month  to  a  cooperative  associa¬ 
tion  for  its  individual  members,  or  on  or 
before  the  15th  day  of  the  following 
month  to  producers,  (i)  the  pounds  of 
milk  received  each  day  and  the  total  for 
the  month,  together  with  the  butterfat 
content  of  such  milk,  (ii)  the  pounds  of 
base  milk  received,  (iii)  the  amount  (or 
rate)  and  nature  of  deductions  made 
from  payments,  and  (iv)  the  amount  and 
nature  of  payments  due  pursuant  to 
§  942.81. 

§  942.81  Adjustment  of  accounts. 
Whenever  audit  by  the  market  adminis¬ 
trator  of  any  reports,  books,  records,  or 
accounts  or  other  verification  discloses 
errors  resulting  in  moneys  due  (a)  the 
market  administrator  from  a  handler, 
(b)  a  handler  from  the  market  adminis¬ 
trator,  or  (c)  any  producer  or  coopera¬ 
tive  association  from  a  handler,  the 
market  administrator  shall  promptly 
notify  such  handler  of  any  amount  so 
due  and  payment  thereof  shall  be  made 
on  or  before  the  next  date  for  making 
payments  set  forth  in  the  provisions 
under  which  such  error  occurred. 

§  942.82  Marketing  services,  (a)  Ex¬ 
cept  as  set  forth  in  paragraph  (b)  of 
this  section,  each  handler,  in  making 
payments  to  producers  for  milk  (other 
than  milk  of  his  own  production)  pur¬ 
suant  to  §  942.80,  shall  deduct  5  cents 
per  hundredweight,  or  such  amount  not 
exceeding  5  cents  per  hundredweight,  as 
may  be  prescribed  by  the  Secretary,  and 
shall  pay  such  deductions  to  the  market 
administrator  on  or  before  the  15th  day 
after  the  end  of  the  month.  Such 
money  shall  be  used  by  the  market  ad¬ 
ministrator  to  provide  market  informa¬ 
tion  and  to  check  the  accuracy  of  the 
testing  and  weighing  of  their  milk  for 
producers  who  are  not  receiving  such 
service  from  a  Cooperative  association; 

(b)  In  the  case  of  producers  who  are 
members  of  a  cooperative  association 
which  the  Secretary  has  determined  is 
actually  performing  the  services  set  forth 
in  paragraph  (a)  of  this  section,  each 
handler  shall  (in  lieu  of  the  deduction 
specified  in  paragraph  (a)  of  this  sec¬ 
tion),  make  such  deductions  from  the 
payments  to  be  made  to  such  producers 
as  may  be  authorized  by  the  membership 
agreement  or  marketing  contract  be¬ 
tween  such  cooperative  association  and 
such  producers,  and  on  or  before  the 
13th  day  after  the  end  of  each  month, 
pay  such  deductions  to  the  cooperative 
association  of  which  such  producers  are 
members,  furnishing  a  statement  show¬ 
ing  the  amount  of  any  such  deductions 
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and  the  amount  of  milk  for  which  such 
deduction  was  computed  for  each  pro¬ 
ducer. 

§  942.83  Expense  of  administration. 
As  his  pro  rata  share  of  the  expense  of 
administration  of  this  part,  each  handler 
shall  pay  to  the  market  administrator, 
on  or  before  the  15th  day  after  the  end 
of  the  month,  4  cents  per  hundredweight 
or  such  lesser  amount  as  the  Secretary 
may,  from  time  to  time,  prescribe,  to  be 
announced  by  the  market  administrator 
on  or  before  the  10th  day  after  the  end 
of  such  month,  with  respect  to  all  skim 
milk  and  butterfat  received  by  such 
handler,  during  such  delivery  period 
from  producers,  including  that  received 
from  such  handler’s  own  farm  produc¬ 
tion. 

§  942.84  Termination  of  obligations. 
The  provisions  of  this  section  shall  apply 
to  any  obligations  under  this  part  for  the 
payment  of  money  irrespective  of  when 
such  obligation  arose. 

(a)  The  obligation  of  any  handler  to 
pay  money  required  to  be  paid  under  the 
terms  of  this  part  shall,  except  as  pro¬ 
vided  in  paragraphs  (b)  and  (c)  of  this 
section,  terminate  two  years  after  the 
last  day  of  the  calendar  month  during 
which  the  market  administrator  receives 
the  handler’s  utilization  report  on  the 
milk  involved  in  such  obligation,  unless 
within  such  two-year  period  the  market 
administrator  notifies  the  handler  in 
writing  that  such  money  is  due  and  pay¬ 
able.  Service  of  such  notice  shall  be 
complete  upon  mailing  to  the  handler’s 
last  known  address,  and  it  shall  contain, 
but  need  not  be  limited  to  the  following 
information: 

(1)  The  amount  of  the  obligation; 

(2)  The  month (s)  during  which  the 
milk,  with  respect  to  which  the  obliga¬ 
tion  exists  was  received  or  handled ;  and 

(3)  If  the  obligation  is  payable  to  one 
or  more  producers  or  to  an  association 
of  producers,  the  name  of  such  produc¬ 
er  (s)  or  association  of  producers;  or  if 
the  obligation  is  payable  to  the  market 
administrator,  the  account  for  which  it 
is  to  be  paid. 

(b)  If  a  handler  fails  or  refuses,  with 
respect  to  any  obligation  under  this  part, 
to  make  available  to  the  market  admin¬ 
istrator  or  his  representatives  all  books 
and  records  required  by  this  part  to  be 
made  available,  the  market  adminis¬ 
trator  may,  within  the  two-year  period 
provided  for  in  paragraph  (a)  of  this 
section,  notify  the  handler  in  writing 
of  such  failure  or  refusal.  If  the  market 
adminstrator  so  notifies  a  handler,  the 
said  two-year  period  with  respect  to  such 
obligation  shall  not  begin  to  run  until  the 
first  day  of  the  calendar  month  following 
the  month  during  which  all  such  books 
and  records  pertaining  to  such  obliga¬ 
tion  are  made  available  to  the  market 
administrator  or  his  representative. 

(c)  Notwithstanding  the  provisions  of 
paragraphs  (a)  and  (b)  of  this  section, 
a  handler’s  obligation  under  this  part 
to  pay  money  shall  not  be  terminated 
with  respect  to  any  transaction  involving 
fraud  or  willful  concealment  of  a  fact, 
material  to  the  obligation,  on  the  part  of 
the  handler  against  whom  the  obligation 
is  sought  to  be  imposed. 


(d)  Any  obligation  on  the  part  of  the 
market  administrator  to  pay  a  handler 
any  money  which  such  handler  claims  to 
be  due  him  under  the  terms  of  this  part 
shall  terminate  two  years  after  the  end 
of  the  calendar  month  during  which  the 
payment  (including  deduction  or  setoff 
by  the  market  administrator)  was  made 
by  the  handler,  if  a  refund  on  such  pay¬ 
ment  is  claimed,  unless  such  handler, 
within  the  applicable  period  of  time,  files, 
pursuant  to  section  8c  (15)  (A)  of  the 
act,  a  petition  claiming  such  money. 

DETERMINATION  OF  BASE 

§  942.90  Base-operating  period.  The 
base-operating  period  shall  be  the 
months  of  March  through  August. 

§  942.91  Base- forming  period.  The 
base-forming  period  for  each  year  £hall 
be  the  months  of  October  through  Feb¬ 
ruary  immediately  preceding  the  base- 
operating  period. 

§  942.92  Determination  of  daily  base. 
The  daily  base  of  each  producer  shall  be 
an  amount  calculated  by  the  handler (s) 
to  whom  such  producer  delivered  milk 
during  the  base-forming  period,  subject 
to  verification  by  the  market  adminis¬ 
trator,  as  follows :  Divide  the  total  pounds 
of  milk  received  from  such  producer  dur¬ 
ing  the  base-forming  period  by  the  num¬ 
ber  of  days  in  such  period. 

§  942.93  Base  rules.  The  following 
rules  shall  apply  in  connection  with  the 
establishment  and  assignment  of  bases: 

(a)  Subject  to  the  provisions  of  para¬ 
graph  (b)  of  this  section,  the  market 
administrator  shall  assign  a  base  as  cal¬ 
culated  pursuant  to  §  942.92  to  each  per¬ 
son  for  whose  account  producer  milk  was 
delivered  to  fluid  milk  plants  during  the 
months  of  October  through  February. 

(b)  An  entire  base  shall  be  transferred 
from  a  person  holding  such  base  to  any 
other  person  effective  as  of  the  end  of 
any  month  during  which  an  application 
for  such  transfer  is  received  by  the  mar¬ 
ket  administrator,  such  application  to  be 
signed  by  the  baseholder,  or  his  heirs, 
and  by  the  person  to  whom  such  base  is 
to  be  transferred:  Provided.  That  if  a 
base  is  held  jointly,  the  entire  base  shall 
be  transferable  only  upon  the  receipt 
of  such  application  signed  by  all  joint 
holders  or  their  heirs,  and  by  the  person 
to  whom  such  base  is  to  be  transferred. 

§  942.94  Announcement  of  established 
bases.  On  or  before  March  31  of  each 
year,  the  market  administrator  shall  no¬ 
tify  each  producer,  and  the  handler  re¬ 
ceiving  milk  from  such  producer,  of  the 
daily  base  established  by  such  producer. 

EFFECTIVE  TIME,  SUSPENSION,  OR 
TERMINATION 

§  942.100  Effective  time.  The  pro¬ 
visions  of  this  part,  or  any  amendment 
thereto,  shall  become  effective  at.  such 
time  as  the  Secretary  may  declare  and 
shall  continue  in  force  until  suspended 
or  terminated. 

§  942.101  Suspension  or  termination. 
The  Secretary  shall,  whenever  he  finds 
that  any  or  all  provisions  of  this  part, 
or  any  amendment  thereto,  obstruct  or 
do  not  tend  to  effectuate  the  declared 
policy  of  the  Act,  terminate  or  suspend 


the  operation  of  any  or  all  provisions  of 
this  part  or  any  amendment  thereto. 

§  942.102  Continuing  obligations.  If. 
upon  the  suspension  or  termination  of 
any  or  all  provisions  of  this  part,  or  any 
amendment  thereto,  there  are  any  ob¬ 
ligations  thereunder  the  final  accrual  or 
ascertainment  of  which  requires  further 
acts  by  any  person  (including  the  mar¬ 
ket  administrator),  such  further  acts 
shall  be  performed  notwithstanding  such 
suspension  or  termination. 

§  942.103  Liquidation.  Upon  the  sus¬ 
pension  or  termination  of  any  or  all  of 
the  provisions  of  this  part,  the  market 
administrator,  or  such  other  liquidating 
agent  as  the  Secretary  may  designate, 
shall,  if  so  directed  by  the  Secretary, 
liquidate  the  business  of  the  market  ad¬ 
ministrator's  office,  dispose  of  all  prop¬ 
erty  in  his  possession  or  control,  includ¬ 
ing  accounts  receivable,  and  execute  and 
deliver  all  assignments  or  other  instru¬ 
ments  necessary  or  appropriate  to  effec¬ 
tuate  any  such  disposition.  If  a  liquidat¬ 
ing  agent  is  so  designated,  all  assets, 
books,  and  records  of  the  market  ad¬ 
ministrator  shall  be  transferred 
promptly  to  such  liquidating  agent.  If, 
upon  such  liquidation,  the  funds  on  hand 
exceed  the  amounts  required  to  pay  out¬ 
standing  obligations  of  the  office  of  the 
market  administrator  and  to  pay  nec¬ 
essary  expenses  of  liquidating  and  dis¬ 
tribution,  such  excess  shall  be  distributed 
to  contributing  handlers  and  producers 
in  an  equitable  manner. 

MISCELLANEOUS  PROVISIONS 

§  942.110  Agents.  The  Secretary 
may,  by  designation  in  writing,  name  any 
officer  or  employee  of  the  United  States 
to  act  as  his  agent  and  representative  in 
connection  with  any  of  the  provisions  of 
this  part. 

§  942.111  Separability  of  provisions. 
If  any  provision  of  this  part,  or  its  ap¬ 
plication  to  any  person  or  circumstances, 
is  held  invalid,  the  application  of  such 
provision,  and  of  the  remaining  provi¬ 
sions  of  this  part,  to  other  persons  or 
circumstances  shall  not  be  affected 
thereby. 

[F.  R.  Doc.  56-5412;  Filed,  July  9,  1956; 

8:49  a.  m.] 


[  7  CFR  Part  1003  1 

Domestic  Dates  Produced  or  Packed  in 
Los  Angeles  and  Riverside  Counties 
California 

notice  of  proposed  rule  making 

Notice  is  hereby  given  that  there  is  be¬ 
ing  considered  a  proposed  rule  to  amend 
the  administrative  rules  and  regulations, 
as  amended  (20  F.  R.  6486;  20  F.  R.  7988) , 
issued  pursuant  to  Marketing  Agreement 
No.  127  and  Marketing  Order  No.  103  (20 
F.  R.  5056)  (hereinafter  referred  to  as 
“agreement  and  order”)  regulating  the 
handling  of  domestic  dates  produced  or 
packed  in  Los  Angeles  and  Riverside 
Counties  of  California,  effective  under 
the  Agricultural  Marketing  Agreement 
Act  of  1937,  as  amended  (7  U.  S.  C.  601 
et  seq.). 
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Consideration  will  be  given  to  any  data, 
views,  or  arguments  pertaining  thereto 
which  are  filed  in  triplicate  with  the 
Director,  Fruit  and  Vegetable  Division, 
Agricultural  Marketing  Service,  U.  S. 
Department  of  Agriculture,  Washington 
25,  D.  C.,  and  received  not  later  than  the 
close  of  business  on  the  tenth  day  after 
the  date  of  publication  of  this  notice  in 
the  Federal  Register,  except  that,  if  said 
tenth  day  after  publication  should  fall  on 
a  legal  holiday,-  Saturday,  or  Sunday, 
such  submission  must  be  received  by  the 
Director  not  later  than  the  close  of  busi¬ 
ness  on  the  next  following  business  day. 

The  proposed  amendment  of  the  rules 
u.*d  regulations  is  in  the  nature  of  an 
interpretation  of  the  term  “Marketable 
dates”,  as  defined  in  §  1003.12  of  the 
agreement  and  order.  Said  definition 
reads  as  follows:  “‘Marketable  dates’ 
means,  for  any  crop  year,  whole  or  pitted 
dates  which  are  certified  as  equal  to  or 
higher  than  the  minimum  grade  per¬ 
mitted  to  be  handled  by  the  regulations 
imposed  by  this  part.” 

The  Date  Administrative  Committee 
(hereinafter  referred  to  as  “commit¬ 
tee”),  the  administrative  agency  for 
agreement  and  order  operations,  in  the 
course  of  its  deliberations  with  respect 
to  its  marketing  policy  for  dates  during 
the  1956-57  crop  year,  has  encountered 
some  difficulties  in  interpreting  this  defi¬ 
nition. 

The  difficulty  stems  from  the  fact  that 
the  agreement  and  order  provide  for  two 
types  of  grade  regulations  on  the  ship¬ 
ment  of  whole  and  pitted  dates:  (1) 
Minimum  standards  under  §  1003.39,  and 
(2)  additional  grade  regulation  under 
§  1003.40.  The  minimum  standards  un¬ 
der  §  1003.39  are  U.  S.  Grade  C  of  the 
United  States  Standards  for  Grades  of 
Dates  (20  F.  R.  5755),  except  that  other 
minimum  standards  of  quality  may  be 
prescribed  by  the  Secretary  upon  the 
recommendation  of  the  committee.  The 
additional  grade  regulations  under 
§  1003.40,  which  may  raise  the  quality 
requirements  for  whole  date  shipments 
are  not  spelled  out  in  the  order,  but  are 
invoked  by  the  Secretary,  after  recom¬ 
mendation  by  the  committee,  whenever 
such  action  would  Tend  to  effectuate  pro¬ 
gram  objectives.  The  question  that  has 
been  raised  regarding  the  definition  of 
marketable  dates  is  whether  such  term 
includes  all  dates  which  meet  the  mini¬ 
mum  standard  requirements  or  only 
those  which  meet  any  additional  grade 
regulations  as  well.  There  is  a  need  for 
early  resolution  of  this  question,  since 
the  need  for  and  extent  of  volume  regu¬ 
lations  under  the  agreement  and  order 
are  based  upon  the  estimated  available 
supply  of  marketable  dates,  and  han¬ 
dlers’  withholding  obligations  are  ex¬ 
pressed  in  terms  of  marketable  dates. 

The  committee,  at  a  meeting  held  on 
June  15,  1956,  approved  a  resolution  re¬ 
questing  that  the  Department  clarify  the 
definition  so  that  all  dates  which  meet 
the  minimum  standards  prescribed  under 
§  1003.39  of  the  agreement  and  order 
would  be  marketable  dates.  This  inter¬ 
pretation  would  permit  handlers  to  sat¬ 
isfy  withholding  obligations  with  any 
dates  meeting  the  requirements  of 
§  1003.39  whenever  the  volume  regula¬ 


tion  provisions  of  the  agreement  and 
order  are  invoked,  regardless  of  whether 
or  not  additional  grade  regulations  under 
§  1003.40  were  imposed  on  the  shipment 
of  whole  dates.  It  would  also  be  more 
equitable  to  handlers  since  their  with¬ 
holding  obligations  would  not  change  in 
the  event  additional  grade  regulations 
are  imposed  after  the  beginning  of  a 
crop  year.  . 

The  proposed  rule  is  as  follows: 

The  administrative  rules  and  regula¬ 
tions,  as  amended  (20  F.  R.  6486;  20  F.  R. 
79C8)  issued  under  Marketing  Agree¬ 
ment  No.  127  and  Marketing  Order  No. 
103  (20  F.  R.  5056)  regulating  the  han¬ 
dling  of  domestic  dates  produced  or 
packed  in  Los  Angeles  and  Riverside 
Counties  of  California,  are  hereby  fur¬ 
ther  amended  as  set  forth  hereinafter. 

A  new  heading  “Interpretations”  is 
inserted  between  the  present  headings 
“Definitions”  and  “General”,  and  a  new 
§  1003.106  under  “Interpretations”  is 
added,  reading  as  follows: 

§  1003.106  Marketable  dates.  The  term 
“marketable  dates”,  as  defined  in 
§  1003.12,  is  hereby  interpreted  to  mean 
whole  or  pitted  dates  which  are  certified 
as  equal  to  or  higher  than  the  minimum 
standards  prescribed  in  or  pursuant  to 
the  provisions  of  §  1003.39. 

Issued  at  Washington,  D.  C.,  this  5th 
day  of  July  1956. 

[seal]  G.  R.  Grange, 

Acting  Director, 
Fruit  and  Vegetable  Division. 

[F.  R.  Doc.  56-5445;  Filed,  July  9,  1956; 

8:52  a.  m.] 


Commodity  Stabilization  Service 
[  7  CFR  Part  723  1 

Cigar-Filler  Tobacco,  and  Cigar-Filler 
and  Binder  Tobacco 

ESTABLISHMENT  OF  FARM  ACREAGE  ALLOT¬ 
MENTS  AND  NORMAL  YIELDS  FOR  CIGAR- 
FILLER  AND  BINDER  (TYPES  42-44,  51-55) 
TOBACCO  FOR  1957-58  MARKETING  YEAR 

Notice  is  hereby  given  that  pursuant  to 
the  authority  contained  in  the  applicable 
provisions  of  the  Agricultural  Adjust¬ 
ment  Act  of  1938,  as  amended  (7  U.  S.  C. 
1301,  1312,  1313),  regulations  are  being 
prepared  governing  the  establishment  of 
farm  acreage  allotments  and  normal 
yields  for  the  1957  crop  of  cigar -filler  and 
binder  (types  42-44,  51-55,  inclusive) 
tobacco. 

The  Agricultural  Adjustment  Act  of 
1938,  as  amended,  includes  types  42-44 
and  51-55  in  the  definition  of  cigar-filler 
and  cigar-binder  tobacco,  and  only  type 
41  in  the  definition  of  cigar-filler  tobacco. 
Since  growers  of  cigar-filler  (type  41) 
tobacco  disapproved  quotas  on  the  1956 
crop  which  was  the  third  consecutive 
year  subsequent  to  1952  for  which  quotas 
were  disapproved,  no  national  marketing 
quota  will  be  proclaimed  for  such  kind 
of  tobacco  for  the  marketing  years 
1957-58  and  1958-59  unless  prior  to 
November  10  of  the  marketing  year  one- 
fourth  or  more  of  the  farmers  engaged 
in  production  of  cigar-filler  (type  41) 


tobacco  harvested  in  the  calendar  year 
in  which  such  marketing  year  begins 
petition  the  Secretary,  in  accordance 
with  prescribed  regulations  (21  F.  R. 
3865)  to  proclaim  a. national  marketing 
quota  for  each  of  the  next  three  succeed¬ 
ing  marketing  years. 

Cigar-filler  and  binder  (types  42-44, 
51-55,  inclusive)  tobacco  growers  favored 
marketing  quotas  for  the  1954-55,  1955- 
56,  and  1956-57  marketing  years  (18  F.  R. 
8474).  The  applicability  of  the  regula¬ 
tions  to  be  issued  for  cigar-filler  and 
binder  (types  42-44,  51-55)  tobacco  will 
be  contingent  upon  the  proclamation  of 
a  national  marketing  quota  for  such  kind 
of  tobacco  for  the  1957-58,  1958-59, 
and  1959-60  marketing  years  pursuant 
to  section  312  of  the  act,  as  amended  (7 
U.  S.  C.  A.  1312),  and  upon  approval 
of  quotas  by  growers  voting  in  a  referen¬ 
dum.  Consideration  will  be  given  to 
establishing  a  date  for  such  referendum. 

It  is  contemplated  that  the  regulations 
for  cigar-filler  and  binder  (types  42-44, 
51-55)  tobacco  will  provide  for  the  estab¬ 
lishment  of  farm  acreage  allotments  and 
the  issuance  of  notices  of  allotments  and 
marketing  quotas  by  County  Committees 
substantially  the  same  as  provided  with 
respect  to  the  1956  crop  (20  F.  R.  6059), 
except  as  stated  below. 

1.  The  entire  §  723.716  of  the  1956 
regulations  providing  for  determination 
of  base  acreages  and  preliminary  allot¬ 
ments  would  be  revised  to  provide  as 
follows: 

The  1957  preliminary  acreage  allot¬ 
ment  for  an  old  tobacco  farm  shall  be 
the  1956  farm  acreage  allotment  with  the 
following  exceptions: 

(a)  If  the  harvested  acreage  (as  that 
term  is  explained  in  paragraph  (b)  of 
this  section)  of  tobacco  on  the  farm  in 
each  of  the  three  years  1954-56  was  less 
than  75  percent  of  the  farm  acreage  al¬ 
lotment  for  each  of  such  respective  years, 
the  preliminary  allotment  shall  be  the 
larger  of  (1)  the  largest  acreage  of  to¬ 
bacco  harvested  on  the  farm  in  any  one 
of  such  three  years,  or  (2)  the  average 
acreage  of  tobacco  harvested  on  the  farm 
in  the  five  years' 1952-56:  Provided,  That 
any  1957  preliminary  allotment  shall  not 
exceed  the  1956  farm  acreage  allotment 
or  be  less  than  0.01  acre. 

(b)  For  the  purposes  of  paragraph 
(a)  of  this  section,  the  1956  harvested 
acreage  shall  include  any  acreage  on  the 
farm  applicable  to  the  kind  of  tobacco 
involved  which  is  devoted  in  1956  to  par¬ 
ticipation  in  the  Acreage  Reserve  Pro¬ 
gram  or  the  Conservation  Reserve 
Program.  Also,  for  such  purposes,  the 
1956  harvested  acreage  shall  be  deemed 
to  be  the  1956  farm  acreage  allotment  in 
any  case  in  which  (1)  the  tobacco 
planted  acreage  in  1956  was  less  than  the 
acreage  allotment  for  such  farm,  (2)  the 
owner  or  operator  of  such  farm  notified 
the  county  committee  not  later  than  Au¬ 
gust  1,  1956,  that  he  desired  to  preserve 
such  allotment;  and  (3)  no  quantity  of 
excess  tobacco  produced  on  the  farm 
prior  to  January  1.  1956,  and  carried  over 
or  stored  to  avoid  payment  of  penalty, 
has  been  reduced  because  the  1956  acre¬ 
age  allotment  was  not  fully  planted. 

(c)  If  the  county  committee  deter¬ 
mines  for  any  farm  (except  farms  to 
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which  paragraph  (a)  of  this  section  is 
applicable  and  farms  subject  to  reduc¬ 
tion  in  the  1957  acreage  allotment  for 
violation  of  marketing  quota  regulations) 
that  the  1956  acreage  allotment  does  not 
reflect  for  the  farm  the  past  acreage  of 
tobacco  (excluding  tobacco  acreage  har¬ 
vested  in  excess  of  the  1955  and  1956 
acreage  allotments)  with  due  allowance 
made  for  drought,  flood,  hail,  other  ab¬ 
normal  weather  conditions,  plant  bed, 
and  other  diseases;  land,  labor,  and 
equipment  available  for  the  production 
of  tobacco;  crop  rotation  practices,  and 
the  soil  and  other  physical  factors  affect¬ 
ing  the  production  of  tobacco;  the  county 
committee  shall  determine  a  prelimi¬ 
nary  allotment  for  such  farm  based  on 
such  aforestated  factors  which  is  fair  and 
equitable  in  relation  to  the  preliminary 
allotments  for  other  old  farms  in  the 
community:  Provided,  That  the  total 
acreage  of  all  the  1957  preliminary  acre¬ 
age  allotments  determined  under  this 
paragraph  for  farms  in  any  county  shall 
not  exceed  the  total  acreage  of  the  1956 
acreage  allotments  for  such  farms. 

(d)  If  the  county  and  State  commit¬ 
tees  determine  that  a  farm  has  been  re¬ 
tired  from  agricultural  production  no 
1957  preliminary  acreage  allotment  (or 
1957  farm  tobacco  acreage  allotment) 
shall  be  determined  for  such  farm :  Pro¬ 
vided,  That  this  paragraph  shall  not  pre¬ 
clude  the  determination  of  a  preliminary 
acreage  allotment  for  an  old  farm  re¬ 
turned  to  agricultural  production. 

(e)  The  1956  farm  acreage  allotment 
as  used  in  this  section  shall  mean  the 
correctly  determined  1956  farm  acreage 
allotment  prior  to  reduction,  if  any,  be¬ 
cause  of  a  violation  of  the  tobacco  mar¬ 
keting  quota  regulations  for  a  prior  mar¬ 
keting  year. 

2.  The  definitions  of  “new  farm”,  “old 
farm”,  and  “cropland”  would  read  as  fol¬ 
lows: 

(a)  “New  farm”  means  a  farm  on 
which  tobacco  will  be  harvested  in  1957 
for  the  first  time  since  1951.  If  in  ac¬ 
cordance  with  applicable  law  and  regula¬ 
tions,  no  1955  or  1956  tobacco  acreage  al¬ 
lotment  was  determined  for  the  farm, 
any  acreage  of  tobacco  harvested  in  1955 
or  1956,  respectively,  shall  not  be  consid¬ 
ered  as  harvested  acreage  in  determining 
whether  the  farm  is  a  new  farm. 

(b)  “Old  farm”  means  a  farm  on 
which  tobacco  was  harvested  in  one  or 
more  of  the  five  years  1952  through  1956. 
If  in  accordance  with  applicable  law  and 
regulations,  no  1955  or  1956  tobacco 
acreage  allotment  was  determined  for 
the  farm,  any  acreage  of  tobacco  har¬ 
vested  in  1955  or  1956,  respectively,  shall 
not  be  considered  as  harvested  acreage 
in  determining  whether  the  farm  is  an 
old  farm. 

(c)  “Cropland”  means  farm  land 
which  in  1956  was  tilled  or  was  in  regular 
crop  rotation,  including  also  land  which 
was  established  in  permanent  vegetative 
cover,  other  than  trees,  since  1953  and 
which  was  classified  as  cropland  at  the 
time  of  seeding,  but  excluding  (1)  bear¬ 
ing  orchards  and  vineyards  (except  the 
acreage  of  cropland  therein),  (2)  plow- 
able  noncrop  open  pasture,  and  (3)  any 
land  which  constitutes  or  will  constitute. 


if  tillage  is  continued,  an  erosion  hazard 
to  the  community. 

3.  Consideration  is  being  given  to 
withholding  no  acreage  reserve  for  ad¬ 
justments  of  1957  farm  acreage  allot¬ 
ments,  but  to  provide  that  an  acreage 
reserve  from  the  State  acreage  allotment 
be  made  for  correcting  errors  and  for 
overlooked  farms. 

4.  Provision  will  be  made  for  deter¬ 
mining  farm  normal  yields  per  acre. 

5.  The  1956  provision  that  a  new  farm 
allotment  shall  not  be  approved  for  any 
farm  which  was  part  of  another  farm 
during  the  past  five  years  for  which  an 
old  farm  allotment  was  established, 
would  be  restated  substantially  as  fol¬ 
lows: 

The  farm  or  any  portion  thereof  shall 
not  have  been  a  part  of  another  farm 
during  any  of  the  five  years  1952-56  for 
which  an  old  farm  tobacco  acreage  allot¬ 
ment  was  determined,  except  that  this 
provision  shall  not  of  itself  make  a  farm 
ineligible  for  a  new  farm  allotment  (a) 
if  it  is  the  same  farm  or  a  portion  of  the 
same  farm  for  which  an  old  farm  allot¬ 
ment  was  cancelled  since  1951  due  to 
no  tobacco  being  produced  thereon  for 
five  years,  or  (b)  if  it  was  a  portion  of  an 
old  farm  during  any  of  the  years  1952-56 
and  at  time  of  division  of  the  farm  con¬ 
tained  cropland  but  received  no  part  of 
the  allotment  due  (1)  to  division  of  the 
allotment  on  a  contribution  basis,  or  (2) 
to  agreement  and  approval  of  all  inter¬ 
ested  parties  as  provided  in  the  section 
of  the  regulations  governing  divisions 
and  combinations  of  allotments. 

6.  The  provisions  governing  determi¬ 
nation  of  new  farm  tobacco  acreage 
allotments  would  provide,  as  provided  by 
law,  that  production  of  tobacco  on  a 
farm  in  1955  or  1956  for  which,  in  accord¬ 
ance  with  applicable  law  and  regulations, 
no  1955  or  1956  tobacco  acreage  allot¬ 
ment,  respectively,  was  determined  shall 
not  be  deemed  qualifying  tobacco  experi¬ 
ence  for  any  producer. 

7.  The  acreage  available  for  allot¬ 
ments  to  new  farms  would  be  one-half  of 
one  percent  of  the  1957-58  national  mar¬ 
keting  quota  converted  to  acreage.  For 
1956,  the  comparable  percentage  was  one 
percent. 

8.  The  section  on  farms  divided  or 
combined  would  read  as  follows: 

(a)  If  land  operated  as  a  single  farm 
In  1956  will  be  operated  in  1957  as  two  or 
more  farms,  or  is  divided  into  two  or 
more  tracts  pursuant  to  a  legal  transfer 
of  ownership  or  possession  which  tracts 
may  or  may  not  be  operated  as  farms, 
the  1957  tobacco  acreage  allotment  de¬ 
termined  or  which  otherwise  would  have 
been  determined  for  the  entire  farm  shall 
be  apportioned  among  the  tracts  in  the 
same  proportion  as  the  acreage  of  crop¬ 
land  available  for  the  production  of  to¬ 
bacco  in  each  such  tract  in  1956  bore  to 
the  total  number  of  acres  of  cropland 
available  for  the  production  of  tobacco 
on  the  entire  farm  in  such  year,  except 
that,  upon  recommendation  of  the 
county  committee  and  with  State  Com¬ 
mittee  approval  and  agreement  of  the 
interested  parties  in  writing,  the  1957 
tobacco  acreage  allotment  determined  or 
which  otherwise  would  have  been  deter¬ 


mined  for  the  entire  farm  may  be  appor¬ 
tioned  among  the  tracts  (1)  in  the  same 
proportion  as  the  five-year  average  acre¬ 
age  of  tobacco  harvested  on  each  such 
tract  during  the  years  1952-56  bore  to  the 
five-year  average  acreage  of  tobacco  har¬ 
vested  on  the  entire  farm  during  1952-56 
or  (2)  if  the  farm  to  be  divided  in  1957 
consists  of  two  or  more  tracts  which  were 
separate  and  distinct  farms,  or  distinct 
portions  of  such  farms,  before  being 
combined  for  1956,  in  the  same  propor¬ 
tion  that  each  contributed  to  the  farm 
acreage  allotment:  Provided,  That  with 
the  recommendation  of  the  county  com¬ 
mittee  and  approval  of  the  State  com¬ 
mittee  and  with  the  written  agreement 
of  all  interested  persons,  the  tobacco 
acreage  allotment  determined  for  a  tract 
under  the  provisions  of  this  paragraph 
may  be  increased  or  decreased  by  not 
more  than  the  larger  of  one-hundredth 
acre  or  10  percent  of  the  1957  acreage 
allotment  determined  for  the  entire  farm 
with  corresponding  increases  or  de¬ 
creases  made  in  the  acreage  allotment 
apportioned  to  the  other  tract  or  traces. 

(b)  If  two  or  more  farms  operated  sep¬ 
arately  in  1956  are  combined  and  oper¬ 
ated  in  1957  as  a  single  farm,  the  1957 
allotment  shall  be  the  sum  of  the  1957 
allotments  determined  for  each  of  the 
farms  comprising  the  combination. 

(c)  If  a  farm  is  to  be  divided  in  1957  in 
settling  an  estate  the  allotment  may  be 
divided  among  the  various  tracts  in  ac¬ 
cordance  with  paragraph  (a)  of  this  sec¬ 
tion,  or  on  such  other  basis  as  the  State 
committee  determines  will  result  in 
equitable  farm  allotments. 

9.  A  section  entitled  “Notice  of  Farm 
Acreage  Allotments”  would  be  included 
and  would  read  substantially  as  follows: 

(a)  The  County  Committee  shall  mail 
a  written  notice  of  the  farm  acreage 
allotment  and  marketing  quota  to  the 
operator  of  each  farm  shown  by  the  rec¬ 
ords  of  the  county  committee  to  be  en¬ 
titled  to  such  allotment.  Insofar  as 
practical  all  allotment  notices  shall  be 
mailed  in  time  to  be  received  prior  to  the 
date  of  any  tobacco  marketing  quota 
referendum.  The  notice  to  the  operator 
of  the  farm  shall  constitute  notice  to  all 
persons  who  as  operator,  landlord,  ten¬ 
ant,  or  sharecropper  are  interested  in  the 
farm  for  which  the  allotment  is  estab¬ 
lished.  A  copy  of  such  notice,  contain¬ 
ing  thereon  the  date  of  mailing,  shall 
be  kept  among  the  records  of  the  county 
committee,  and,  upon  request,  a  copy  of 
such  notice  certified  as  true  and  correct 
shall  be  furnished  without  charge  to  any 
person  interested  in  the  farm  in  respect 
to  which  the  allotment  is  established. 

(b)  If  the  records  of  the  county  com¬ 
mittee  indicate  that  the  allotment  estab¬ 
lished  for  any  farm  may  be  changed  be¬ 
cause  of  ( 1 )  a  violation  of  the  marketing 
quota  regulations  for  a  prior  marketing 
year,  (2)  removal  of  the  farm  from 
agricultural  production,  (3)  division  of 
the  farm,  or  (4)  combination  of  the  farm, 
no  notice  of  such  allotment  shall  be 
mailed  until  the  proper  allotment  is  de¬ 
termined  for  the  farm  by  the  county 
committee  with  the  approval  of  the  State 
committee:  Provided,  That  the  notice  of 
allotment  for  any  farm  shall  be  mailed  at 
least  thirty  days  prior  to  the  beginning 


5116 


PROPOSED  RULE  MAKING 


of  the  normal  planting  season  for  the 
county  in  which  the  farm  is  located  as 
determined  by  the  State  committee. 

(c)  If  the  county  committee  deter¬ 
mines  with  the  approval  of  the  State 
committee  that  the  official  written  notice 
of  the  farm  acreage  allotment  issued  for 
any  farm  erroneously  stated  the  acreage 
allotment  to  be  larger  than  the  correct 
allotment,  and  the  county  committee  also 
determines  that  the  error  was  not  so 
gross  as  to  place  the  operator  on  notice 
thereof,  and  that  the  operator,  relying 
upon  such  notice  and  acting  in  good 
faith,  planted  an  acreage  of  tobacco  in 
excess  of  the  correct  farm  acreage  allot¬ 
ment,  the  acreage  allotment  shown  on 
the  erroneous  notice  shall  be  deemed  to 
be  the  tobacco  acreage  allotment  for  the 
farm  for  all  purposes  in  connection  with 
the  tobacco  marketing  quota  program  for 
the  1957-58  marketing  year,  provided  the 
acreage  of  tobacco  harvested  from  the 
farm  -is  not  in  excess  of  the  acreage 
shown  on  the  erroneous  notice.  In  the 
event  the  acreage  of  tobacco  harvested 
exceeds  the  farm  acreage  allotment 
shown  on  the  erroneous  notice,  the 
acreage  allotment  for  the  farm  as  cor¬ 
rectly  determined  and  shown  on  a  re¬ 
vised  notice  of  farm  acreage  allotment 
and  marketing  quota  shall  be  the  tobacco 
acreage  allotment  for  the  farm  for 
all  purposes  in  connection  with  the  to¬ 
bacco  marketing  quota  program  for  the 
1957-58  marketing  year. 

10.  The  time  for  filing  an  application 
for  a  new  farm  allotment  would  be  no 
later  than  March  11,  1957. 

Prior  to  the  final  adoption  and  issuance 
of  these  regulations,  consideration  will 
be  given  to  any  data,  views,  and  recom¬ 
mendations  pertaining  thereto  which  are 
submitted  in  writing  to  the  Director,  To¬ 
bacco  Division,  Commodity  Stabilization 
Service,  United  States  Department  of 
Agriculture,  Washington  25,  D.  C.  All 
submissions  must  be  postmarked  not 
later  than  ten  days  after  the  date  of 
publication  of  this  notice  in  the  Federal 
Register  in  order  to  be  considered. 

Issued  at  Washington,  D.  C.  this  3d  day 
Of  July  1956. 

[seal]  Walter  C.  Berger, 

Acting  Administrator. 

[F.  R.  Doc.  56-5442;  Filed,  July  9,  1956; 

8:51  a.  m.] 


[  7  CFR  Ports  725,  726  ] 

Burley,  Flue-Cured,  Fire-Cured,  Dark 
Air-Cured,  and  Virginia  Sun-Cured 
Tobacco 

ESTABLISHMENT  OF  TOBACCO  FARM  ACREAGE 
ALLOTMENTS  AND  NORMAL  YIELDS  FOR 
1957-58  MARKETING  YEAR 

Notice  is  hereby  given  that  pursuant 
to  the  authority  contained  in  the  appli¬ 
cable  provisions  of  the  Agricultural  Ad¬ 
justment  Act  of  1938,  as  amended  (7 
U.  S.  C.  1301,  1312,  1313,  1375),  regula¬ 
tions  are  being  prepared  governing  the 
establishment  of  farm  acreage  allot¬ 
ments  and  normal  yields  for  marketing 
quotas  to  be  in  effect  during  the  1957-58 
marketing  year  for  burley,  flue-cured, 


fire-cured,  dark  air-cured,  and  Virginia 
sun-cured  tobacco.  It  is  proposed  that 
such  regulations  pertaining  to  fire-cured, 
dark  air-cured,  and  Virginia  sun-cured 
tobacco  be  combined  under  Part  725  with 
the  regulations  for  burley  and  flue-cured 
tobacco,  and  that  Part  726  be  discon¬ 
tinued  for  the  1957-58  and  subsequent 
marketing  years. 

Pursuant  to  the  provisions  of  section 
312  of  the  act,  as  amended  (7  U.  S.  C. 
A.  1312),  the  Secretary  of  Agriculture 
has  proclaimed  marketing  quotas  for  the 
marketing  year  1957-58  for  burley,  flue- 
cured,  fire-cured,  dark  air-cured,  and 
Virginia  sun-cured  tobacco,  and  such 
marketing  quotas  have  been  approved  by 
growers  voting  in  referenda  (21  F.  R. 
•668,  20  F.  R.  6543,  20  F.  R.  809).  In 
accordance  with  section  312  of  the  act, 
the  amounts  of  such  marketing  quotas 
will  be  determined  and  announced,  and 
under  the  provisions  of  section  313  of  the 
act  (7  U.  S.  C.  1313),  such  quotas  will  be 
apportioned  among  the  States  and  con¬ 
verted  into  State  acreage  allotments. 

It  is  proposed  that  the  regulations  gov¬ 
erning  the  establishment  of  farm  acre¬ 
age  allotments  and  normal  yields  for 
burley,  flue-cured,  fire-cured,  dark  air- 
cured,  and  Virginia  sun-cured  tobacco 
for  the  1957-58  marketing  year  provide 
for  the  establishment  of  farm  acreage  al¬ 
lotments  and  the  issuance  of  notices  of 
allotments  and  marketing  quotas  by 
county  committees  substantially  the 
same  as  provided  by  the  regulations  in 
effect  for  the  1956-57  marketing  year  (20 
F.  R.  4571,  6066;  21  F.  R.  1577,  1578), 
except  as  described  below. 

1.  The  section  on  determining  prelim¬ 
inary  allotments  for  old  farms  would 
read; 

The  1957  preliminary  acreage  allot¬ 
ment  for  an  old  tobacco  farm  shall  be 
the  1956  farm  acreage  allotment  with 
the  following  exceptions: 

(a)  If  the  harvested  acreage  (as  that 
term  is  explained  in  paragraph  (c)  of 
this  section)  of  flue-cured,  fire-cured, 
dark  air-cured  or  Virginia  sun-cured  to¬ 
bacco  on  the  farm  in  each  of  the  three 
years  1954-56  was  less  than  75  percent 
of  the  farm  acreage  allotment  for  each 
of  such  respective  years,  the  preliminary 
allotment  shall  be  the  larger  of  (1)  the 
largest  acreage  of  tobacco  harvested  on 
the  farm  in  any  one  of  such  three  years, 
or  (2)  the  average  acreage  of  tobacco 
harvested  on  the  farm  in  the  five  years 
1952-56:  Provided,  That  any  1957  pre¬ 
liminary  allotment  shall  not  exceed  the 
1956  farm  acreage  allotment  or  be  less 
than  0.01  acre. 

.  (b)  If  the  harvested  acreage  (as  that 
term  is  explained  in  paragraph  (c)  of 
this  section)  of  burley  tobacco  on  the 
farm  in  each  of  the  five  years  1952-56 
was  less  than  50  percent  of  the  farm 
acreage  allotment  for  each  of  such  re¬ 
spective  years,  the  1957  preliminary  al¬ 
lotment  shall  be  the  largest  acreage  of 
tobacco  harvested  on  the  farm  in  any 
one  of  such  five  years,  but  not  less  than 
0.01  acre. 

(c)  For  the  purposes  of  paragraphs 
(a)  and  (b)  of  this  section,  the  1956 
harvested  acreage  shall  include  any 
acreage  on  the  farm  applicable  to  the 
kind  of  tobacco  involved  which  is  de¬ 


voted  in  1956  to  participation  in  the 
Acreage  Reserve  Program  or  the  Conser¬ 
vation  Reserve  Program.  Also,  for  such 
purposes,  the  1956  harvested  acreage 
shall  be  deemed  to  be  the  1956  farm 
acreage  allotment  in  any  case,  except 
involving  flue-cured  tobacco,  in  which 
(1)  the  tobacco  planted  acreage  in  1956 
was  less  than  the  acreage  allotment  for 
such  farm,  (2)  the  owner  or  operator  of 
such  farm  notified  the  county  committee 
not  later  than  August  1,  1956,  that  he 
desired  to  preserve  such  allotment;  and 
(3)  no  quantity  of  excess  tobacco  pro¬ 
duced  on  the  farm  prior  to  January  1, 
1956,  and  carried  over  or  stored  to  avoid 
payment  of  penalty,  has  been  reduced 
because  the  1956  acreage  allotment  was 
not  fully  planted. 

(d)  If  the  county  committee  deter¬ 
mines  for  any  farm  (except  farms  to 
which  paragraph  (a)  or  (b)  of  this  sec¬ 
tion  is  applicable  and  farms  subject  to 
reduction  in  the  1957  acreage  allotment 
for  violation  of  marketing  quota  regu¬ 
lations)  that  the  1956  acreage  allotment 
does  not  reflect  for  the  farm  the  past 
acreage  of  tobacco  (excluding  tobacco 
acreage  harvested  in  excess  of  the  1955 
and  1956  acreage  allotments)  with  due 
allowance  made  for  drought,  flood,  hail, 
other  abnormal  weather  conditions, 
plant  bed,  and  other  diseases;  land, 
labor,  and  equipment  available  for  the 
production  of  tobacco ;  crop  rotation 
practices,  and  the  soil  and  other  physical 
factors  affecting  the  production  of  to¬ 
bacco;  the  county  committee  shall  de¬ 
termine  a  preliminary  allotment  for  such 
farm  based  on  such  aforestated  factors 
which  is  fair  and  equitable  in  relation  to 
the  preliminary  allotments  for  other  old 
farms  in  the  community:  Provided,  That 
no  1957  burley  tobacco  preliminary  al¬ 
lotment  determined  under  this  para¬ 
graph  (d)  shall  be  (1)  less  than  the 
smallest  of  (i)  the  1956  allotment,  (ii) 
0.5  acre,  or  (iii)  ten  percent  of  the  crop¬ 
land  in  the  farm;  (2)  less  than  the  1956 
allotment  by  more  than  one-tenth  acre 
if  the  1956  allotment  was  seven-tenths 
acre  or  less;  or  (3)  less  than  six-tenths 
acre  if  the  1956  allotment  was  eight- 
tenths  acre  or  more;  And  provided  fur¬ 
ther,  That  the  total  acreage  of  all  the 
1957  preliminary  acreage  allotments  de¬ 
termined  under  this  paragraph  for  farms 
in  any  county  shall  not  exceed  the  total 
acreage  of  the  1956  acreage  allotments 
for  such  farms. 

(e)  If  the  county  and  State  commit¬ 
tees  determine  that  a  farm  has  been 
retired  from  agricultural  production  no 
1957  preliminary  acreage  allotment  (or 
1957  farm  tobacco  acreage  allotment) 
shall  be  determined  for  such  farm :  Pro¬ 
vided,  That  this  paragraph  shall  not  pre¬ 
clude  the  determination  of  a  preliminary 
acreage  allotment  for  an  old  farm  re¬ 
turned  to  agriculural  production. 

(f)  The  1956  farm  acreage  allotment 
as  used  in  this  section  shall  mean  the 
correctly  determined  1956  farm  acreage 
allotment  prior  to  reduction,  if  any, 
because  of  a  violation  of  the  tobacco 
marketing  quota  regulations  for  a  prior 
marketing  year. 

2.  The  definitions  of  "new  farm”,  "old 
farm”,  and  “cropland”  would  read  as 
follows: 
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(a)  “New  farm”  means  a  farm  on 
which  tobacco  will  be  harvested  in  1957 
for  the  first  time  since  1951.  If  in  ac¬ 
cordance  with  applicable  law  and  regu¬ 
lations,  no  1955  or  1956  tobacco  acreage 
allotment  was  determined  for  the  farm, 
any  acreage  of  tobacco  harvested  in  1955 
or  1956,  respectively,  shall  not  be  con¬ 
sidered  as  harvested  acreage  in  deter¬ 
mining  whether  the  farm  is  a  new  farm. 

(b)  “Old  farm”  means  a  farm  on 
which  tobacco  was  harvested  in  one  or 
more  of  the  five  years  1952  through  1956. 

If  in  accordance  with  applicable  law  and 
regulations,  no  1955  or  1956  tobacco  acre¬ 
age  allotment  was  determined  for  the 
farm,  any  acreage  of  tobacco  harvested 
in  1955  or  1956,  respectively,  shall  not  be 
considered  as  harvested  acreage  in  de¬ 
termining  whether  the  farm  is  an  old 
farm. 

(c)  “Cropland”  means  farm  land 
which  in  1956  was  tilled  or  was  in  regu¬ 
lar  crop  rotation,  including  also  land 
which  was  established  in  permanent  veg¬ 
etative  cover,  other  than  trees,  since  1953 
and  which  was  classified  as  cropland  at 
the  time  of  seeding,  but  excluding  (1) 
bearing  orchards  and  vineyards  (except 
the  acreage  of  cropland  therein),  (2) 
plowable  noncrop  open  pasture,  and  (3) 
any  land  which  constitutes  or  will  con¬ 
stitute,  if  tillage  is  continued,  an  erosion 
hazard  to  the  community. 

3.  As  provided  by  law  in  the  case  of 
burley  tobacco,  the  1957  farm  acreage  al¬ 
lotment  will  not  be  less  than  the  smallest 
of  (a)  the  1956  allotment,  (b)  five-tenths 
of  one  acre,  or  (c)  10  percent  of  the  crop¬ 
land  in  the  farm;  also,  no  1956  burley 
tobacco  farm  acreage  allotment  of  seven- 
tenths  acre  or  less  will  be  reduced  more 
than  one-tenth  of  an  acre  for  1957  and 
no  1956  burley  tobacco  farm  acreage  al¬ 
lotment  of  eight-tenths  of  an  acre  or 
more  will  be  reduced  below  six-tenths  of 
an  acre. 

4.  No  acreage  reserve  will  be  estab¬ 
lished  for  adjustments  of  1957  farm  acre¬ 
age  allotments,  but  an  acreage  reserve 
from  the  State  acreage  allotment  will  be 
made  for  correcting  errors  and  for  over¬ 
looked  farms. 

5.  Provision  will  be  made  for  deter¬ 
mining  farm  normal  yields  per  acre. 

6.  The  1956  provision  providing  that  a 
new  farm  allotment  shall  not  be  ap¬ 
proved  for  any  farm  which  was  part  of 
another  farm  during  the  past  five  years 
for  which  an  old  farm  allotment  was 
established,  would  be  restated  as  follows: 

The  farm  or  any  portion  thereof  shall 
not  have  been  a  part  of  another  farm 
during  any  of  the  five  years  1952-56  for 
which  an  old  farm  tobacco  acreage  al¬ 
lotment  was  determined,  except  that  this 
provision  shall  not  of  itself  make  a  farm 
ineligible  for  a  new  farm  allotment  (a) 
if  it  is  the  same  farm  or  a  portion  of  the 
same  farm  for  which  an  old  farm  allot¬ 
ment  was  cancelled  since  1951  due  to  no 
tobacco  being  produced  thereon  for  five 
years,  or  (b)  if  it  was  a  portion  of  an 
old  farm  during  any  of  the  years  1952-56 
and  at  time  of  division  of  the  farm  con¬ 
tained  cropland  but  received  no  part  of 
the  allotment  due  (1)  to  division  of  the 
allotment  on  a  contribution  basis,  or  (2) 
to  agreement  and  approval  of  all  inter¬ 
ested  parties  as  provided  in  the  section 


of  the  regulations  governing  divisions 
and  combinations  of  allotments. 

7.  The  provisions*  governing  determi¬ 
nation  of  new  farm  tobacco  acreage  al¬ 
lotments  would  provide,  as  provided  by 
law,  that  production  of  tobacco  on  a  farm 
in  1955  or  1956  for  which,  in  accordance 
with  applicable  law  and  regulations,  no 
1955  or  1956  tobacco  acreage  allotment, 
respectively,  was  determined  shall  not  be 
deemed  qualifying  tobacco  experience  for 
any  producer. 

8.  The  1956-57  regulations  for  burley 
and  flue-cured  tobacco  were  amended  (21 
F.  R.  1578)  by  the  addition  of  a  para¬ 
graph  reading  as  follows;  “If  a  farm  to 
be  divided  in  1956  through  acquisition  of 
a  part  of  the  farm  by  a  State  or  an  agency 
thereof  for  agricultural  research  pur¬ 
poses,  the  entire  allotment  may  be  trans¬ 
ferred  to  that  portion  of  the  farm  not 
acquired  by  the  State  or  an  agency 
thereof.” 

It  is  not  considered  necessary  that  this 
provision  be  contained  in  the  1957-58 
regulations. 

9.  The  section  on  farms  divided  or 
combined  would  read  as  follows: 

(a)  If  land  operated  as  a  single  farm 
in  1956  will  be  operated  in  1957  as  two 
or  more  farms,  or  is  divided  into  two  or 
more  tracts  pursuant  to  a  legal  transfer 
of  ownership  or  possession  which  tracts 
may  or  may  not  be  operated  as  farms, 
the  1957  tobacco  acreage  allotment  de¬ 
termined  or  which  otherwise  would 
have  been  determined  for  the  entire  farm 
shall  be  apportioned  among  the  tracts 
in  the  same  proportion  as  the  acreage  of 
cropland  available  for  the  production  of 
tobacco  in  each  such  tract  in  1956  bore 
to  the  total  number  of  acres  of  cropland 
available  for  the  production  of  tobacco 
on  the  entire  farm  in  such  year,  except 
that  the  1957  tobacco  acreage  allotment 
determined,  or  which  otherwise  would 
have  been  determined,  for  the  entire 
farm  shall,  if  the  farm  to  be  divided  for 
1957  consists  of  two  or  more  tracts  which 
were  separate  and  distinct  farms  before 
being  combined  within  the  past  five  years 
(1952-56),  be  apportioned  among  the 
tracts  in  the  same  proportion  that  each 
contributed  to  the  farm  acreage  allot¬ 
ment  when  combined:  Provided,  That 
with  the  recommendation  of  the  county 
committee  and  approval  of  the  State 
committee  and  with  the  written  agree¬ 
ment  of  all  interested  persons,  the  to¬ 
bacco  acreage  allotment  determined  for 
a  tract  under  the  provisions  of  this  para¬ 
graph  may  be  increased  or  decreased  by 
not  more  than  the  larger  of  one- 
hundredth  of  an  acre  or  10  percent  of 
the  1957  acreage  allotment  determined 
for  the  entire  farm  with  corresponding 
increases  or  decreases  made  in  the 
acreage  allotment  apportioned  to  the 
other  tract  or  tracts. 

(b)  If  two  or  more  farms  operated 
separately  in  1956  are  combined  and 
operated  in  1957  as  a  single  farm,  the 
1957  allotment  shall  be  the  sum  of  the 
1957  allotments  determined  for  each  of 
the  farms  comprising  the  combination, 
or,  in  the  case  of  burley  tobacco,  if 
smaller,  the  allotment  determined  or 
which  would  have  been  determined  for 
the  farm  as  constituted  in  1957. 


(c)  If  a  farm  is  to  be  divided  in  1957 
in  settling  an  estate,  the  allotment  may 
be  divided  among  the  various  tracts  in 
accordance  with  paragraph  (a)  of  this 
section  or  on  such  other  basis  as  the 
State  committee  determines  will  result 
in  equitable  allotments. 

10.  A  section  entitled  “Notice  of  Farm 
Acreage  Allotments”  would  be  included 
and  would  read  substantially  as  follows: 

(a)  The  County  Committee  shall  mail 
a  written  notice  of  the  farm  acreage 
allotment  and  marketing  quota  to  the 
operator  of  each  farm  shown  by  the 
records  of  the  county  committee  to  be 
entitled  to  such  allotment.  Insofar  as 
practical  all  allotment  notices  shall  be 
mailed  in  time  to  be  received  prior  to  the 
date  of  any  tobacco  marketing  quota 
referendum.  The  notice  to  the  operator 
of  the  farm  shall  constitute  notice  to  all 
persons  who  as  operator,  landlord,  ten¬ 
ant,  or  sharecropper  are  interested  in  the 
farm  for  which  the  allotment  is  estab¬ 
lished.  A  copy  of  such  notice,  contain¬ 
ing  thereon  the  date  of  mailing,  shall  be 
kept  among  the  records  of  the  county 
committee,  and,  upon  request,  a  copy  of 
such  notice  certified  as  true  and  correct 
shall  be  furnished  without  charge  to  any 
person  interested  in  the  farm  in  respect 
to  which  the  allotment  is  established. 

(b)  If  the  records  of  the  county  com¬ 
mittee  indicate  that  the  allotment  estab¬ 
lished  for  any  farm  may  be  changed 
because  of  (1)  a  violation  of  the  market¬ 
ing  quota  regulations  for  a  prior  market¬ 
ing  year,  (2)  removal  of  the  farm  from 
agricultural  production,  (3)  division  of 
the  farm,  or  (4)  combination  of  the 
farm,  no  notice  of  such  allotment  shall 
be  mailed  until  the  proper  allotment  is 
determined  for  the  farm  by  the  county 
committee  with  the  approval  of  the  State 
committee :  Provided,  That  the  notice  of 
allotment  for  any  farm  shall  be  mailed 
at  least  thirty  days  prior  to  the  beginning 
of  the  normal  planting  season  for  the 
county  in  which  the  farm  is  located  as 
determined  by  the  State  committee. 

(c)  If  the  county  committee  deter¬ 
mines  with  the  approval  of  the  State 
committee  that  the  official  written  no¬ 
tice  of  the  farm  acreage  allotment  issued 
for  any  farm  erroneously  stated  the  acre¬ 
age  allotment  to  be  larger  than  the  cor¬ 
rect  allotment,  and  the  county  committee 
also  determines  that  the  error  was  not 
so  gross  as  to  place  the  operator  on  no¬ 
tice  thereof,  and  that  the  operator,  rely¬ 
ing  upon  such  notice  and  acting  in  good 
faith,  planted  an  acreage  of  tobacco  in 
excess  of  the  correct  farm  acreage  allot¬ 
ment,  the  acreage  allotment  shown  on 
the  erroneous  notice  shall  be  deemed  to 
be  the  tobacco  acreage  allotment  for  the 
farm  for  all  purposes  in  connection  with 
the  tobacco  marketing  quota  program 
for  the  1957-58  marketing  year,  provided 
the  acreage  of  tobacco  harvested  from 
the  farm  is  not  in  excess  of  the  acreage 
shown  on  the  erroneous  notice.  In  the 
event  the  acreage  of  tobacco  harvested 
exceeds  the  farm  acreage  allotment 
shown  on  the  erroneous  notice,  the  acre¬ 
age  allotment  for  the  farm  as  correctly 
determined  and  shown  on  a  revised  no¬ 
tice  of  farm  acreage  allotment  and  mar¬ 
keting  quota  shall  be  the  tobacco  acreage 
allotment  for  the  farm  for  all  purposes 
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in  connection  with  the  tobacco  market¬ 
ing  quota  program  for  the  1957-58  mar¬ 
keting  year. 

11.  The  time  for  filing  an  application 
for  a  new  farm  allotment  would  be  no 
later  than  February  15,  1957. 

Prior  to  the  final  adoption  and  issu¬ 
ance  of  these  regulations,  consideration 
will  be  given  to  any  data,  views,  and  rec¬ 
ommendations  pertaining  thereto  which 
are  submitted  in  writing  to  the  Director, 
Tobacco  Division,  Commodity  Stabiliza¬ 
tion  Service,  United  States  Department 
of  Agriculture,  Washington  25,  D.  C.  All 
submissions  must  be  postmarked  not 
later  than  ten  days  after  the  date  of 
publication  of  this  notice  in  the  Federal 
Register  in  order  to  be  considered. 

Issued  at  Washington,  D.  C.  this  3d 
day  of  July  1956. 

[seal]  Walter  C.  Berger, 

Acting  Administrator. 

[F.  R.  Doc.  56-5443;  Filed,  July  9,  1956; 
8:51  a.  m.) 

DEPARTMENT  OF  HEALTH,  EDU¬ 
CATION,  AND  WELFARE 

Food  and  Drug  Administration 
[  21  CFR  Part  27  1 

Canned  Fruits  and  Canned  Fruit  Juices; 
Definitions  and  Standards  of  Iden¬ 
tity  ;  Quality  ;  and  Fill  of  Container 

NOTICE  OF  PROPOSAL  TO  ESTABLISH  A  DEFINI¬ 
TION  AND  STANDARD  OF  IDENTITY  FOR 
CANNED  FIGS 

In  the  matter  of  adopting  a  definition 
and  standard  of  identity  for  canned  figs: 

Notice  is  hereby  given  that  a  petition 
has  been  filed  by  the  National  Canners 
Association,  1133  Twentieth  Street  NW., 
Washington  6,  D.  C.,  proposing  the  adop¬ 
tion  of  a  definition  and  standard  of  iden¬ 
tity  for  canned  figs.  Pursuant  to  the 
authority  of  the  Federal  Food,  Drug,  and 
Cosmetic  Act  (sec.  401,  52  Stat.  1046,  as 
amended  by  68  Stat.  54 ;  21  U.  S.  C.  341) , 
and  in  accordance  with  the  authority 
delegated  to  him  by  the '  Secretary  of 
Health,  Education,  and  Welfare  (20  F.  R. 
1996),  the  Commissioner  of  Food  and 
Drugs  invites  all  interested  persons  to 
submit  their  views  in  writing  regarding 
the  proposal  of  the  above-named  peti¬ 
tioner  as  published  in  this  notice.  Views 
and  comments  should  be  submitted  in 
quintuplicate,  addressed  to  the  Hearing 
Clerk,  Department  of  Health,  Education, 
and  Welfare,  Room  5440,  Health,  Educa¬ 
tion,  and  Welfare  Building,  Washington 
25,  D.  C.,  and  should  be  posted  prior  to 
the  thirtieth  day  following  the  date  of 
publication  of  this  notice  in  the  Federal 
Register. 

The  proposal  of  the  petitioner  is  as 
follows: 

It  is  proposed  that  Part  27  be  amended 
by  adding  the  following  new  section: 

§  27. —  Canned  figs ;  definition  and 
standard  of  identity ;  label  statement  of 
optional  ingredients,  (a)  Canned  figs  is 
the  food  prepared  from  one  of  the  op¬ 
tional  fig  ingredients  specified  in  para¬ 
graph  (b)  of  this  section  and  one  of  the 
optional  packing  media  specified  in  para¬ 
graph  (c)  of  this  section,  to  which  citric 


acid  or  lemon  juice  or  concentrated 
lemon  juice  is  added,  if  necessary,  in 
such  quantity  as  to  reduce  the  pH  of  the 
finished  product  to  4.9  or  below.  One  or 
more  of  the  following  optional  ingredi¬ 
ents  may  be  added  to  flavor,  garnish,  or 
season  the  canned  figs: 

(1)  Spice. 

(2)  Flavoring,  other  than  artificial 
flavoring. 

(3)  A  vinegar. 

(4)  Unpeeled  segments  of  citrus  fruits. 

(5)  Salt. 

Such  food  is  sealed  in  a  container  and  so 
processed  by  heat  as  to  prevent  spoilage. 

(b)  The  optional  fig  ingredients  re¬ 
ferred  to  in  paragraph  (a)  of  this  section 
are  prepared  from  mature  figs  of  the 
light  or  dark  varieties.  Figs  (or  whole 
figs),  split  figs  (or  broken  figs),  or  any 
combination  thereof  are  optional  fig  in¬ 
gredients.  A  fig  (whole  fig)  is  one  that 
is  whole  or  only  slightly  cracked  and  re¬ 
tains  its  natural  conformation  without 
exposing  the  interior.  A  split  fig  (or 
broken  fig)  is  one  that  is  open  to  such  an 
extent  that  the  seed  cavity  is  exposed, 
the  shape  of  the  fruit  may  be  distorted, 
and  the  fruit  may  or  may  not  be  broken 
apart  into  entirely  separate  pieces. 

(c)  (1)  The  optional  packing  media 
referred  to  in  paragraph  (a)  of  this  sec¬ 
tion  are: 

(1)  Water. 

(ii)  Light  sirup. 

(iii)  Heavy  sirup. 

(iv)  Extra  heavy  sirup. 

(2)  Each  of  the  packing  media  in  sub- 
paragraph  (1)  (ii)  through  (iv)  of  this 
paragraph,  inclusive,  is  prepared  with  a 
liquid  ingredient  and  a  saccharine  in¬ 
gredient.  Water  is  the  liquid  ingredient 
from  which  packing  media  in  subpara¬ 
graph  (1)  (ii)  to  (iv)  of  this  paragraph, 
inclusive,  are  prepared.  The  saccharine 
ingredient  from  which  packing  media  in 
subparagraph  (1)  (ii)  through  (iv)  of 
this  paragraph,  inclusive,  are  prepared 
is  one  of  the  following:  Sugar;  any  com¬ 
bination  of  sugar  and  dextrose  in  which 
the  weight  of  the  solids  of  the  dextrose 
used  is  not  more  than  one-half  the 
weight  of  the  solids  of  the  sugar  used; 
any  combination  of  sugar  and  corn  sirup 
or  glucose  sirup  in  which  the  weight  of 
the  solids  of  the  corn  sirup  or  glucose 
sirup  used  is  not  more  than  one -third 
the  weight  of  the  solids  of  the  sugar 
used;  or  any  combination  of  sugar,  dex¬ 
trose,  and  corn  sirup  or  glucose  sirup  in 
which  twice  the  weight  of  the  solids  of 
the  dextrose  used  added  to  three  times 
the  weight  of  the  solids  of  the  corn 
sirup  or  glucose  sirup  used  is  not  more 
than  the  weight  of  the  solids  of  the  sugar 
used. 

(3)  The  respective  densities  of  pack¬ 
ing  media  in  subparagraph  (1)  (ii)  to 
(iv),  of  this  paragraph,  inclusive,  as 
measured  on  the  Brix  hydrometer  15 
days  or  more  after  the  figs  are  canned, 
are  within  the  range  prescribed  for  each 
in  the  following  list: 

Name  of  packing 


medium:  Brix  measurement 

Light  6irup — _ 16°  or  more  but  less 

than  21°. 

Heavy  sirup — _ ...  21°  or  more  but  less 

than  26°. 


Extra  heavy  sirup..  26°  or  more  but  less 
than  35°. 


(d)  For  the  purposes  of  this  section: 

(1)  The  term  “sugar”  means  refined 
sucrose  or  invert  sugar  sirup.  The  term 
“invert  sugar  sirup”  means  an  aqueous 
solution  of  inverted  or  partly  inverted, 
refinded  or  partly  refinded  sucrose,  the 
solids  of  which  contain  not  more  than  0.3 
percent  by  weight  of  ash,  and  which  is 
colorless,  odorless,  and  flavorless,  except 
for  sweetness. 

(2)  The  term  “dextrose”  means  the 
hydrated  or  anhydrous,  refined  mono¬ 
saccharide  obtained  from  hydrolyzed 
starch. 

(3)  The  term  “corn  sirup”  means  a 
clarified,  concentrated  aqueous  solution 
of  the  products  obtained  by  the  incom¬ 
plete  hydrolysis  of  cornstarch,  and  in¬ 
cludes  dried  corn  sirup.  The  solids  of 
corn  sirup  and  of  dried  corn  sirup  con¬ 
tain  not  less  than  40  percent  by  weight 
of  reducing  sugars  calculated  as  anhy¬ 
drous  dextrose. 

(4)  The  term  “glucose  sirup”  means  a 
clarified,  concentrated  aqueous  solution 
of  the  products  obtained  by  the  incom¬ 
plete  hydrolysis  of  any  edible  starch. 
The  solids  of  glucose  sirup  contain  not 
less  than  40  percent  by  weight  of  reduc¬ 
ing  sugars  calculated  as  anhydrous  dex¬ 
trose.  “Dried  glucose  sirup”  means  the 
product  obtained  by  drying  “glucose 
sirup.” 

(e)  The  label  shall  name  the  optional 
fig  ingredient  used,  as  specified  in  para¬ 
graph  (b)  of  this  section  (where  combi¬ 
nations  of  figs  and  split  figs  are  used, 
the  ingredient  present  in  largest  pro¬ 
portion  by  weight  shall  be  named  first) , 
and  the  name  whereby  the  optional 
packing  medium  is  designated  in  para¬ 
graph  (c)  of  this  section,  preceded  by 
"In”  or  “Packed  in.”  .  When  any  of  the 
optional  ingredients  permitted  by  one  of 
the  following  specified  subparagraphs  of 
paragraph  (a)  of  this  section  is  used  the 
label  shall  bear  the  words  set  forth,  after 
the  number  of  such  subparagraph: 

(a)  (1)  “Spiced”  or  “Spice  added”  or 

“With  added  spice,”  or,  in  lieu  of  the  word 
“spice,”  the  common  name  of  the  spice. 

(a)  (2)  “Flavoring  added”  or  “With  added 
flavoring”  or,  in  lieu  of  the  word  “flavoring” 
the  common  name  of  the  flavoring. 

(a)  (3)  “Seasoned  with  vinegar"  or  “Sea¬ 
soned  with  _  vinegar,”  the  blank 

being  filled  in  with  the  name  of  the  vinegar 
used. 

(a)  (4)  “With  added _ ,”  the  blank 

being  filled  in  with  the  name  or  names  of 
the  citrus  segment  or  segments  used. 

(a)  (5)  “Seasoned  with  salt”  or  “Salt 
added.” 

When  the  addition  of  lemon  juice  (in¬ 
cluding  concentrated  lemon  juice)  or 
citric  acid  lowers  the  pH  of  the  canned 
figs  to  less  than  4.3,  the  label  shall  bear 
the  statement  “With  added  lemon  juice” 
or  “With  added  concentrated  lemon 
juice”  (if  such  is  used)  or  “With  added 
citric  acid.”  When  two  or  more  of  the 
optional  ingredients  specified  in  para¬ 
graph  (a)  of  this  section  are  used,  such 
words  may  be  combined,  as  for  example, 
“With  added  spices,  orange  slices,  and 
lemon  juice.” 

(f)  Wherever  the  name  of  the  food 
appears  on  the  label  so  conspicuously 
as  to  be  easily  seen  under  customary 
conditions  of  purchase,  the  words  herein 
specified,  showing  the  optional  ingredi¬ 
ents  used,  shall  immediately  and  con- 
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spicuously  precede  or  follow  such  name 
without  intervening  written,  printed,  or 
graphic  matter,  except  that  the  varietal 
name  of  the  figs  may  so  intervene. 

Dated:  July  3, 1956. 

[seal!  Geo.  P.  Larrick, 

Commissioner  of  Food  and  Drugs. 

[P.  R.  Doc.  56-5428;  Filed,  July  9,  1956; 
8:48  a.  m.J 


Public  Health  Service 
[  42  CFR  Part  74  1 

Water  Pollution  Control 
PUBLIC  HEARINGS 

Notice  is  hereby  given  that  the  Sur¬ 
geon  General  of  the  Public  Health  Serv¬ 
ice,  with  the  approval  of  the  Secretary 
of  Health,  Education,  and  Welfare,  pro¬ 
poses  to  amend  this  chapter  by  adding 
a  new  Part  74  on  water  pollution  control 
measures.  The  proposed  regulations  set 
out  below  deal  with  procedures  relating 
to  the  public  hearing  authorized  by  sec¬ 
tion  2  (d)  (3)  of  the  Water  Pollution 
Control  Act  (62  Stat.  1155;  33  U.  S.  C. 
466a).  Interested  persons  may  submit 
written  data,  views  or  arguments  (in 
duplicate)  in  regard  to  these  regulations 
to  the  Surgeon  General,  Public  Health 
Service,  Washington  25,  D.  C.  All  rele¬ 
vant  material  received  not  later  than  30 
days  after  the  publication  of  this  notice 
will  be  considered.  Part  74,  as  added, 
will  read  as  follows: 

SUBPART  A — PUBLIC  HEARINGS 

Sec. 

74.1  Definitions. 

74.2  Initiation  of  proceedings  for  publio 

hearing;  appointment  of  Board. 

74.3  Organization  and  general  procedures 

of  the  Board. 

74.4  Notice  of  hearing. 

74.5  Service.  ^ 

74.6  Publication  of  notice. 

74.7  Parties. 

74.8  Pre-hearing  procedures. 

74.9  Presentation  of  evidence  by  the  Sur¬ 

geon  General. 

74.10  Hearing  procedure. 

74.11  Record  of  proceedings. 

74.12  Oral  and  written  arguments. 

74.13  Final  findings  and  recommendations. 

Authority:  §§  74.1  to  74.13  issued  under 
sec.  9,  62  Stat.  1160;  1950  Reorg.  Plan  No.  16, 
64  Stat.  1268;  1953  Reorg.  Plan  No.  1,  67  Stat. 
631;  33  U.  S.  C.  466h  (d);  5  U.  S.  C.  133Z-15, 
note.  Interpret  or  apply  sec.  2  (d)  (3),  62 
Stat.  1155;  33  U.  S.  C.  466a  (d)  (3). 

§  74.1  Definitions.  As  used  in  this 
part, 

(a)  “Act”  means  the  Water  pollution 
Control  Act,  as  amended  (62  Stat.  1155 
et  seq.,  33  U.  S.  C.  466-466j). 

(b)  “Board”  means  the  board  ap¬ 
pointed  by  the  Secretary  pursuant  to  sec¬ 
tion  2  (d)  (3)  of  the  act  (33  U.  S.  C.  466a 
(d)  (3)). 

(c)  “Department”  means  the  Depart¬ 
ment  of  Health,  Education,  and  Welfare. 

(d)  “Pollution”  means  any  pollution 
declared  to  be  subject  to  abatement  by 
section  2  (d)  (1)  of  the  act  (33  U.  S.  C. 
466a  (d)  (1)>. 

(e)  “Secretary”  means  the  Secretary 
of  Health,  Education,  and  Welfare. 
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(f)  “Surgeon  General”  means  the 
Surgeon  General  of  the  Public  Health 
Service. 

(g)  The  definitions  of  terms  contained 
in  section  2d  (8)  and  section  10  of  the 
act  (33  U.  S.  C.  466a  (d)  (8),  466i)  shall 
be  applicable  to  such  terms  when  used  in 
the  regulations  of  this  subpart  unless  the 
context  otherwise  requires. 

§  74.2  Initiation  of  proceedings  for 
public  hearing ;  appointment  of  Board. 
(a)  In  any  case  where  the  Surgeon  Gen¬ 
eral  finds  that  the  conditions  precedent 
to  the  calling  of  a  public  hearing  under 
the  act  exist,  he  shall  so  report  to  the 
Secretary  together  with  his  recommen¬ 
dation  as  to  further  action.  If  it  then 
appears  to  the  Secretary  that  a  public 
hearing  would  contribute  to  the  abate¬ 
ment  of  the  pollution,  he  will  call  such  a 
hearing,  and  may  either  fix  the  time  and 
place  thereof,  or  authorize  the  Surgeon 
General  to  do  so. 

(b)  Prior  to  the  hearing,  the  Secre¬ 
tary  will  appoint  a  hearing  board  of  five 
or  more  persons,  as  provided  in  the  act, 
and  may  designate  one  of  the  members 
as  chairman.  The  Secretary  may  there¬ 
after  revoke  appointments  to  the  Board, 
or  the  designation  of  one  of  its  members 
as  chairman  and  may  fill  any  vacancy 
in  the  membership  of  the  Board,  or  in  the 
office  of  chairman. 

§  74.3  Organization  and  general  pro¬ 
cedures  of  the  Board,  (a)  The  Board 
shall  convene  for  hearing  sessions  and 
for  such  other  meetings  as  may  be 
necessary. 

(b)  The  chairman  designated  by  the 
Secretary  shall  preside  at  all  hearing 
sessions.  In  case  of  the  absence  or  in¬ 
capacity  of  the  chairman,  the  Board  may 
elect  from  its  members  an  acting  chair¬ 
man  to  preside  and  perform  the  duties 
of  the  chairman. 

(c)  The  hearing  shall  be  conducted 
by  the  Board  in  an  informal  but  orderly 
manner  in  accordance  with  this  subpart. 
A  quorum  of  the  Board  for  the  purpose 
of  the  hearing  shall  consist  of  not  less 
than  five  members  and  not  less  than  a 
majority  of  such  members  shall  be  per¬ 
sons  other  than  officers  and  employees  of 
the  Department.  Questions  of  procedure 
during  a  hearing  shall  be  determined  by 
majority  vote  of  the  members  present. 

(d)  The  Board  shall  have  the  power  to 
rule  upon  offers  of  proof  and  the  admis¬ 
sibility  of  evidence,  to  receive  relevant 
evidence,  to  examine  witnesses,  to  regu¬ 
late  the  course  of  the  hearing,  to  change 
the  time  and  place  of  the  hearing  or  any 
of  its  sessions  upon  reasonable  notice 
to  the  parties,  and  to  hold  conferences 
for  the  settlement  or  simplification  of 
issues. 

(e)  The  Board  may  authorize  the 
chairman  on  its  behalf  to  execute,  issue 
or  serve  such  notices,  reports,  commu¬ 
nications,  and  other  documents  relating 
to  the  functions  of  the  Board  as  it  may 
deem  proper. 

(f)  The  Surgeon  General  shall  pro¬ 
vide  for  the  Board  such  clerical  and 
technical  assistance  as  may  be  necessary. 

(g)  The  Board  shall  designate  a  sec¬ 
retary,  from  personnel  provided  by  the 
Surgeon  General,  who  shall  maintain 
and  have  custody  of  all  official  records 


and  other  documents  pertaining  to  the 
functions  of  the  Board,  and  shall  per¬ 
form  such  other  duties  as  the  Board  may 
prescribe. 

§  74.4  Notice  of  hearing,  (a)  The 
Surgeon  General  shall  issue  and  serve 
notice  of  hearing  as  herein  provided  and, 
if  the  time  and  place  of  the  hearing  have 
not  been  fixed  by  the  Secretary,  shall 
fix  such  time  and  place. 

(b)  The  notice  of  hearing  shall  iden¬ 
tify  the  person  or  persons  discharging 
any  matter  causing  or  contributing  to 
the  pollution,  and  briefly  describe  the 
nature  of  the  discharge  or  discharges  and 
the  interstate  waters  affected  thereby. 
The  notice  shall  include  the  names  of 
the  persons  constituting  the  Board  be¬ 
fore  whom  the  hearing  will  be  held  upon 
a  day  and  at  a  time  and  place  specified 
not  earlier  than  thirty  (30)  days  after 
the  service  of  the  notice. 

(c)  Notice  of  hearing  shall  be  served 
on  the  following: 

(1)  Each  person  named  in  the  notice 
as  discharging  any  matter  causing  or 
contributing  to  pollution  and  the  water 
pollution  agency  or  interstate  agency,  to 
whom  notice  or  advice,  as  the  case  may 
be,  of  such  pollution  has  previously  been 
given  in  accordance  with  the  act. 

(2)  The  water  pollution  agency  or  the 
interstate  agency  of  the  State  or  States, 
other  than  that  in  which  the  discharge 
originates,  adversely  affected  by  such 
pollution. 

§  74.5  Service.  Notice  of  hearing, 
findings,  conclusions  and  recommenda¬ 
tions  of  the  Board,  and  any  other  docu¬ 
ments  relating  to  the  functions  of  the 
Board,  may  be  served  by  mailing  a  copy 
thereof  addressed  to  each  person  or 
agency  to  be  served  at  their  respective 
residences,  offices  or  places  of  business 
as  ascertained  by  the  Surgeon  General 
or  the  Board,  as  the  case  may  be. 

§  74.6  Publication  of  notice.  Notice 
of  the  public  hearing  shall  be  published 
in  the  Federal  Register  at  least  thirty 
(30)  days  prior  to  the  hearing. 

§  74.7  Parties,  (a)  The  parties  to  a 
hearing  shall  include  the  persons  and 
agencies  specified  in  §  74.4  (c). 

(b)  The  Surgeon  General  shall  have 
all  the  rights  of  a  party  to  the  hearing. 

(c)  Upon  application  and  good  cause 
shown,  the  Board  may  permit  any  in¬ 
terested  person  or  agency  to  appear  be¬ 
fore  it  and  be  admitted  as  a  party  to  such 
extent  and  upon  such  terms  as  the  Board 
shall  determine  proper. 

(d)  Any  party  may  appear  in  person 
or  by  counsel. 

(e)  The  failure  of  any  party  to  file  an 
appearance  or  appear  at  the  hearing  in 
response  to  the  notice  of  hearing  shall 
not  delay  the  hearing  and  the  Board 
may  proceed,  hear  and  receive  evidence 
and  take  other  appropriate  action  affect¬ 
ing  such  party. 

§  74.8  Prehearing  procedures,  (a) 
Upon  request  made  to  the  Board  within 
fifteen  (15)  days  after  the  service  of  the 
notice  of  hearing,  any  party  shall  be 
afforded  an  opportunity  for  the  submis¬ 
sion  of  facts,  arguments,  or  proposals  to 
secure  abatement  of  the  pollution  where 
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time,  the  nature  of  the  proceeding,  and 
the  public  interest  permit,  and  due  con¬ 
sideration  shall  be  given  the  same  by  the 
Board.  Such  submission  shall  be  in 
writing.  The  filing  of  such  request  shall 
not  operate  to  delay  the  hearing. 

(b)  The  Board  may,  at  any  time,  prior 
to  the  conclusion  of  the  hearing,  on  its 
own  initiative  or  at  the  request  of  any 
party,  call  a  conference  with  any  or  all 
parties  to  consider: 

(1)  The  simplification  of  the  issues, 

(2)  The  possibility  of  obtaining  stipu¬ 
lations,  admissions  of  facts,  and  docu¬ 
ments, 

(3)  The  limitation  of  the  number  of 
expert  witnesses, 

(4)  The  scheduling  of  witnesses, 

(5)  Proposals  to  abate  the  pollution 
by  reasonable  and  equitable  measures, 
and 

(6)  Such  other  matters  as  may  aid  in 
the  conduct  of  the  hearing  or  the  deter¬ 
mination  of  the  issues. 

(c)  Any  prehearing  or  other  confer¬ 
ences  may  be  held  with  the  full  Board, 
with  one  or  more  of  its  members  or  with 
one  or  more  other  persons,  as  the  Board 
may  direct. 

§  74.9  Presentation  of  evidence  by  the 
Surgeon  General.  The  Surgeon  General 
shall  arrange  for  the  presentation  of  evi¬ 
dence  concerning  the  pollution,  the  per¬ 
son  or  persons  discharging  any  matter 
causing  or  contributing  to  the  pollution 
and  remedial  measures,  if  any,  recom¬ 
mended  by  him. 

§  74.10  Hearing  procedure,  (a)  Each 
witness  shall,  before  testifying,  be  sworn 
or  make  affirmation. 

(b)  When  necessary,  in  order  to  pre¬ 
vent  undue  prolongation  of  the  hearing, 
the  Board  may  limit  the  number  of  times 
any  witness  may  testify,  the  repetitious 
examination  or  cross-examination  of 
witnesses  or  the  amount  of  corroborative 
or  cumulative  testimony. 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

Colorado 

NOTICE  OF  PROPOSED  WITHDRAWAL  AND 
RESERVATION  OF  LANDS 

June  29, 1956. 

The  United  States  Forest  Service  of  the 
Department  of  Agriculture  has  filed  an 
application,  Serial  No.  Colorado  012268, 
for  withdrawal  of  the  lands  described 
below,  from  all  forms  of  appropria¬ 
tion  under  the  public  land  laws,  includ¬ 
ing  the  general  mining  laws  but  not  the 
mineral  leasing  laws,  subject  to  existing 
valid  claims. 

The  applicant  desires  the  land  for  use 
as  picnic  and  camp  grounds,  recreation 
areas,  and  administrative  sites  in  the 
San  Isabel  National  Forest. 

For  a  period  of  thirty  (30)  days  from 
the  date  of  publication  of  this  notice, 
persons  having  cause  may  present  their 
objections  in  writing  to  the  undersigned 
official  of  the  Bureau  of  Land  Manage¬ 


(c)  The  Board  shall  exclude  irrele¬ 
vant,  immaterial  or  unduly  repetitious 
evidence. 

(d)  Every  party  shall  have  the  right 
to  cross-examination,  presentation  of 
evidence,  objection,  argument  and  other 
fundamental  rights. 

(e)  Rulings  of  the  chairman  on  the 
receipt  of  evidence  and  other  questions 
relating  to  the  procedure  of  the  hearing 
may  be  appealed  to  the  Board. 

§  74.11  Record  of  proceedings,  (a) 
Testimony  given  and  other  proceedings 
had  at  a  hearing  shall  be  reported  ver¬ 
batim  by  a  reporter.  A  transcript  of 
such  report  shall  be  a  part  of  the  record 
and  the  sole  official  transcript  of  the 
proceedings. 

(b)  All  written  statements,  charts,  tab¬ 
ulations  and  similar  data  offered  in  evi¬ 
dence  at  the  hearing  shall  be  marked 
for  identification  and  upon  a  showing 
satisfactory  to  the  Board  of  their  au¬ 
thenticity,  relevancy  and  materiality 
shall  be  received  in  evidence  and  shall 
constitute  a  part  of  the  record. 

(c)  Where  the  testimony  of  a  witness 
refers  to  a  statute,  or  a  report  or  docu¬ 
ment,  the  Board  shall,  after  satisfying 
itself  of  the  identification  of  such  statute, 
report  or  document,  determine  whether 
the  same  shall  be  produced  at  the  hear¬ 
ing  and  physically  be  made  a  part  of  the 
record  or  shall  be  incorporated  in  the 
record  by  reference. 

(d)  The  Board  may  take  official  notice 
of  statutes  of  the  United  States  or  of 
any  State  and  of  duly  promulgated 
regulations  of  any  Federal  agency. 

(e)  The  Board  may  take  official  notice 
of  a  material  fact  not  appearing  in  the 
evidence  in  the  record,  but  any  party, 
prior  to  the  conclusion  of  the  hearing, 
shall  be  afforded  an  opportunity  to  show 
the  contrary. 

§  74.12  Oral  and  written  arguments. 

(a)  Oral  argument  shall  be  permitted  in 


the  discretion  of  the  Board,  and  shall  be 
reported  as  part  of  the  record  unless 
otherwise  ordered  by  the  Board. 

(b)  The  Board  shall  announce  at  the 
hearing  a  reasonable  period  within  which 
parties  and  other  interested  persons  may 
submit  (1)  written  arguments,  and  (2) 
proposed  findings,  conclusions  and  rec¬ 
ommendations  for  the  abatement  of  the 
pollution  together  with  supporting  rea¬ 
sons  therefor.  Such  material  shall  be 
submitted  in  such  number  of  copies  as 
the  Board  may  direct  and  shall  be  based 
solely  upon  the  evidence  presented  at  the 
hearing,  citing  the  pages  of  the  tran¬ 
script  of  the  testimony  or  of  properly 
identified  exhibits  where  such  evidence 
occurs. 

§  74.13  Final  findings  and  recommen¬ 
dations.  (a)  After  consideration  of  the 
whole  record,  and  all  proposed  findings, 
conclusions  and  recommendations,  the 
Board  shall  make  its  final  findings,  con¬ 
clusions  and  recommendations,  if  any, 
based  on  the  evidence  presented  at  the 
hearing,  and  submit  the  same  to  the 
Secretary. 

(b)  Upon  submission  of  such  find¬ 
ings,  conclusions  and  recommendations, 
the  Board  shall  be  terminated  and  all 
records  pertaining  to  its  functions  trans¬ 
ferred  to  the  custody  of  the  Surgeon 
General. 

(c)  A  copy  of  the  findings,  conclusions, 
and  recommendations,  if  any,  of  the 
Board  shall  be  served  on  all  parties  to 
the  hearing  by  the  Secretary. 

Dated:  June  26,  1956. 

[seal]  Leonard  A.  Scheele, 

Surgeon  General. 

Approved:  July  3,  1956. 

M.  B.  Folsom, 

Secretary. 

[F.  R.  Doc.  56-5429;  Filed,  July  9,  1956; 

8:49  a.  m.] 
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ment.  Department  of  the  Interior,  357 
New  Custom  House,  P.  O.  Box  1018,  Den¬ 
ver  1,  Colorado. 

If  circumstances  warrant  it,  a  public 
hearing  will  be  held  at  a  convenient  time 
and  place,  which  will  be  announced. 

The  determination  of  the  Secretary  on 
the  application  will  be  published  in  the 
Federal  Register.  A  separate  notice 
will  be  sent  to  each  interested  party  of 
record. 

The  lands  involved  in  the  application 
are: 

Sixth  Principal  Meridian,  Colorado 

SAN  ISABEL  NATIONAL  FOREST 

Halfmoon  Picnic  Ground: 

T.  10S..R.  81  W., 

Sac.  24:  S%SE%SW%,  Sy2N>/2SE>4SW>4 
(unsurveyed). 

Collegiate  Peaks  Picnic  Ground: 

T.  14S..R.  80  W.. 

Sec.  22:  EftSW%8WK,  SE>/4SW^, 
S  y2  SW  *4  SE 14 ; 

Sec.  27:  Ny2NW^NEV4,  Ni/aNE^NW^. 
Cottonwood  Lake  Campground: 

T.  14  S.,  R.  80  W., 

Sec.  36:  SWViSW^,  Sy-NW&SW^. 


Cottonwood  Lake  Recreation  Area: 

T.  14  S..  R.  80  W„ 

Sec.  36:  Sy2SE>4. 

T.  15  S..  R.  80  W., 

Sec.  1:  Ni/2NEi4. 

Fox  Lake  Recreation  Area: 

T.  15  S„  R.  80  W., 

Sec.  2:  Ni/jjNW^NEi/i,  NE^NE’iNWft. 
Hope  Gulch  Campground: 

T.  15  S.,  R.  80  W., 

Sec.  2:  Ny2SE%NW»4. 

Mt.  Princeton  Picnic  Ground: 

T.  15  S.,  R.  79  W., 

Sec.  28:SW%NEi4SWi4,SEi4NWi4SW»4, 
NE  >/4  S W  i/4  SW  14 ,  N W  Vi  SE  '/4  SW  >/4 . 
Cascade  Picnic  Ground: 

T.  15  S.,  R.  79  W., 

Sec.  29:  SW^SE^; 

Sec.  32:  Ny2NW^NE^. 

Orr  Picnic  Ground: 

T.  20  S.,  R.  70  W.. 

Sec.  19:  NE14NW14. 

Oak  Creek  Picnic  Ground: 

T.  20  S.,  R.  70  W., 

Sec.  19:  SWy4NW^,  Ni/aNW^SW’A. 

NyaNEy4swi4. 

T.  20  S„  R.  71  W., 

Sec.  24:  SE'ANE^,  N^NE^SE^. 


Tuesday ,  July  10,  1956 
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Florence  Picnic  Ground : 

T.  22  S.,  R.  69  W., 

sec.  16:  sy2swy4NE>4,  SEy4NEy4.  sy2 
NEy4swy4,  Ny2sEy4swy4,  Nwy4SE>/4. 
Ophir  Picnic  Ground; 

T.  23  S.,  R.  69  W., 

sec.  9:  sy2sy2swy4NW%.  Ni/2NE^SE^t 
Nwy4sw  %  ne  y4SEy4>  ne  y4  nw  y4  se  y4 . 
wy2NW'/4SEy4,  w  y2  se  y4  nw  y4  se  >/4 , 

NEV4SEy4NW%SE>4.  wy2swviSEy4, 
wy2Ey2swy4§Ey4. 

Davenport  Picnic  Ground : 

T.  23  S.,  R.  69  W., 

Sec.  1 1 :  sy2 SEi/4 SW^ ,  Sy2S>/2 SEVi ; 

Sec.  13:  Ni/2NW>/4NW'/4; 

Sec.  14:  N‘/2Ny2NE^. 

Alvarado  Recreation  Area : 

T.  23  S.,  R.  73  W., 

Sec.  5:  SE^NE^,  SE14. 

Beaver  and  St.  Charles  Picnic  Ground : 

T.  24  S.,  R.  69  W., 

Sec.  11:  NEi/4lE!4NWi/4. 

Spring  Creek  Picnic  Ground : 

T.  31  S.,  R.  69  W., 

Sec.  4:  SW^SE^. 

Cucharas  Picnic  Ground : 

T.  31  S.,  R.  69  W., 

Sec.  21:  S  %  NE  \'4  S  W  *4 .  SE14SW14,  S»/2 

swy4swy4,  Sy2NE!4SEy4,  Sy2NW‘/4 
sei/4,  Ny2sEy4SEy4,  Ny2swy4SEy4; 

Sec.  22 :  NE  >/4  NW  */4 SW  y4 ,  S  y2 NW  y4 SW  >/4 ; 
Sec.  28:  Ny2NWy4NWi4; 

Sec.  29:  N^NE^NE^.  N^NW^NE^. 
Blue  Lakes  Picnic  Ground; 

T.  31  S.,  R.  69  W., 

Sec.  30:  Sy2SE^NE»4,  Ny2NE%SE>4; 

Sec.  29:  Sy2SW'/4NWy4l  Ni/2NW'/4SW'/4. 

New  Mexico  Principal  Meridian,  Colorado 

SAN  ISABEL  NATIONAL  FOREST 

Lake  Creek  Recreation  Area: 

T.  46  N.,  R.  12  E., 

Sec.  5:  Ny2SW%,  Ny2SE^. 

Marshall  Pass  Administrative  Site : 

T.  48  N.,  R.  6  E., 

Sec.  24:  NE^SE^. 

T.  48  N.,  R.  7  E., 

Sec.  19:  NW^SW1^. 

O’Haver  Lake  Campground : 

T.  48  N.,  R.  7  E., 

Sec.  12:  Si/aSE^NW^,  S^SW^NW^, 
Nwy4swi/4,  NEy4sw>/4. 

Shirley  Administrative  Site; 

T.  48  N..  R.  8  E., 

Sec.  18:  S  W  i/4  NW  14  SW  %  NE  14 .  Wy2SW’4 
SWy4NE'/4,  SE  i/4  NE  '/4  SE  »/4  N W  % ,  E»/2 

se  y4  se  y4  nw  14 .  ne  y4  ne  y4  ne  y4  sw  »/4 , 
n  w  y4Nwy4  nw  y4  se  y4 . 

Monarch  Pass  Recreation  Area: 

X  49  N  R6E 

Sec.  17:  sy2’swy4,  Sy2SE'A,  Sy2N^SEV4. 
Poncha  Creek  Campground : 

T.  49  N..  R.  7  E., 

Sec.  13:  Wy2SWy4NE>4,  SE^SE^NW’i, 
NE  y4  ne  y4  sw  y4 . 

Bear  Creek  Picnic  Ground: 

T.  49  N„  R  9  E., 

Sec.  34:  SEy4NWy4. 

North  Fork  Arkansas  Administrative  Site: 

T.  50  N„  R.  7  E„ 

Sec.  16:  SW^SW^. 

Midway  Administrative  Site: 

T.  50  N..R.9E., 

Sec.  11:  SE  l/4  NE14 ,  NE  14  SE  %  J 

sec.  12:  swy4Nwy4,  Nwy4swi4. 

Total  area,  2,732.67  acres. 

J.  Elliott  Hall, 
Acting  State  Supervisor. 

[P.  R.  Doc.  56-5415;  Filed,  July  9,  1956; 
8:46  a.  m.] 


Alaska 

notice  of  proposed  withdrawal  and 

RESERVATION  OF  LANDS 

The  Department  of  the  Army  has  filed 
an  application.  Serial  No.  Anchorage 
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027871,  for  the  withdrawal  of  the  lands 
described  below,  from  all  forms  of  appro¬ 
priation  under  the  public  land  laws  in¬ 
cluding  the  mining  and  mineral  leasing 
laws. 

The  applicant  desires  the  land  for  use 
as  an  integral  part  of  Fort  Richardson 
Military  Reservation  for  military  facili¬ 
ties  and  for  training  purposes. 

For  a  period  of  60  days  from  the  date 
of  publication  of '  this  notice,  persons 
having  cause  may  present  their  objec¬ 
tions  in  writing  to  the  undersigned  offi¬ 
cial  of  the  Bureau  of  Land  Management, 
Department  of  the  Interior,  Box  480, 
Anchorage,  Alaska. 

If  circumstances  warrant  it,  a  public 
hearing  will  be  held  at  a  convenient  time 
and  place,  which  will  be  announced. 

The  determination  of  the  Secretary  on 
the  application  will  be  published  in  the 
Federal  Register.  A  separate  notice  will 
be  sent  to  each  interested  party  of 
record. 

The  lands  involved  in  the  application 
are: 

Fort  Richardson — Tract  “D” 

T.  14  N..  R.  2  W..S.M., 

Sec.  9:  All  lying  south  and  east  of  the 
Alaska  Railroad  right  of  way. 

Sec.  10:  All  lying  south  and  east  of  the 
Alaska  Railroad  right  of  way  and  south 
of  the  Eagle  River. 

Sec.  11:  All  of  the  west  half  lying  south 
and  west  of  Eagle  River. 

Sec.  16:  That  portion  lying  east  of  the 
Alaska  Railroad  right  of  way. 

Section  17:  All  lying  east  of  the  Alaska 
Railroad. 

Sec.  19:  All  lying  south  and  east  of  the 
Alaska  Railroad  excepting  Lot  7  and 
SEftSWft. 

The  above  described  lands  contain 
1,401  acres,  more  or  less. 

Eugene  V.  Zumwalt, 
Acting  Operations  Supervisor. 

[F.  R.  Doc.  56-5416;  Filed,  July  9,  1956; 

8:46  a.  m  ] 


Bureau  of  Mines 

[Regional  Administrative  Order  77 1 
Various  Officials  of  Region  V 

DELEGATION  OF  AUTHORITY  TO  EXECUTE 
CONTRACTS 

Correction 

In  Federal  Register  Document  56- 
5299,  published  at  page  4976  of  the  issue 
for  Wednesday,  July  4,  1956,  the  figures 
“$500-$l,000”,  appearing  in  paragraph 
2  (C),  should  read  “$500-$10,000”. 


Bureau  of  Reclamation 

Newlands  Project,  California 

ORDER  OF  REVOCATION 

November  18,  1955. 

Pursuant  to  the  authority  delegated 
by  Department  Order  No.  2765  of  July 
30,  1954  (19  F.  R.  5004),  I  hereby  revoke 
Departmental  Orders  of  February  20, 
1913,  and  May  8,  1913,  insofar  as  said 
orders  affect  the  following  described 
lands:  Provided,  however ,  That  such  rev¬ 
ocation  shall  not  affect  the  withdrawal 
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of  any  other  lands  by  said  order  or  affect 
any  other  orders  withdrawing  or  reserv¬ 
ing  the  lands  hereinafter  described: 

Mount  Diablo  Meridian,  California 
T.  11  N..R.  19  E„ 

Sec.  1:  lot  3  and  that  portion  of  lot  6, 

lying  in  the  NW»/4NE>4. 

The  above  areas  contain  approxi¬ 
mately  40  acres. 

E.  G.  Nielsen, 
Assistant  Commissioner. 

[70225] 

July  3, 1956. 

I  concur.  The  records  of  the  Bureau 
of  Land  Management  will  be  noted  ac¬ 
cordingly. 

The  land  is  grazing  land  located  in  Al¬ 
pine  County,  California,  and  consists  of 
the  gently  sloping  base  of  a  peak  known 
as  Job’s  Peak.  The  soil  is  a  sandy,  de¬ 
composed  granite.  Vegetation  consists 
of  the  northern  desert  scrub  type,  with 
big  sagebrush  and  rabbit  brush  as  the 
dominant  species.  The  land  is  too  rough 
and  mountainous  for  cultivation.  It  is 
within  Nevada  Grazing  District  No.  3. 

No  application  for  the  lands  may  be 
allowed  under  the  homestead,  desert- 
land,  small  tract,  or  any  other  nonmin¬ 
eral  publiCrland  law  unless  the  lands 
have  already  been  classified  as  valuable 
or  suitable  for  such  type  of  application, 
or  shall  be  so  classified  upon  the  consid¬ 
eration  of  an  application.  Any  applica¬ 
tion  that  is  filed  will  be  considered  on  its 
merits.  The  lands  will  not  be  subject  to 
occupancy  or  disposition  until  they  have 
been  classified. 

Subject  to  any  valid  existing  rights 
and  the  requirements  of  applicable  law, 
the  lands  are  hereby  opened  to  filing  of 
applications,  selections,  and  locations  in 
accordance  with  the  following: 

a.  Applications  and  selections  under 
the  nonmineral  public-land  laws  may  be 
presented  to  the  Manager  mentioned 
below,  beginning  on  the  date  of  this 
order.  Such  applications  and  selections 
will  be  considered  as  filed  on  the  hour 
and  respective  dates  shown  for  the  vari¬ 
ous  classes  enumerated  in  the  following 
paragraphs : 

(1)  Applications  by  persons  having 
prior  existing  valid  settlement  rights, 
preference  rights  conferred  by  existing 
laws,  or  equitable  claims  subject  to  al¬ 
lowance  and  confirmation  will  be  adju¬ 
dicated  on  the  facts  presented  in  support 
of  each  claim  or  right.  All  applications 
presented  by  persons  other  than  those 
referred  to  in  this  paragraph  will  be 
subject  to  the  applications  and  claims 
mentioned  in  this  paragraph. 

(2)  All  valid  applications  under  the 
Homestead,  Desert  Land,  and  Small 
Tract  Laws  by  qualified  veterans  of 
World  War  II  or  of  the  Korean  Conflict, 
and  by  others  entitled  to  preference 
rights  under  the  act  of  September  27, 
1944  (58  Stat.  747;  43  U.  S.  C.  279-284  as 
amended),  presented  prior  to  10:00  a.  m. 
on  August  8,  1956,  will  be  considered  as 
simultaneously  filed  at  that  hour. 
Rights  under  such  preference  right  ap¬ 
plications  filed  after  that  hour  and 
before  10:00  a.  m.  on  November  7,  1956, 
will  be  governed  by  the  time  of  filing. 

(3)  All  valid  applications  and  selec¬ 
tions  under  the  nonmineral  public-land 
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laws,  other  than  those  coming  under  par¬ 
agraphs  (1)  and  (2)  above,  presented 
prior  to  10:00  a.  m.  on  November  7,  1956, 
will  be  considered  as  simultaneously  filed 
at  that  hour.  Rights  under  such  appli¬ 
cations  and  selections  filed  after  that 
hour  will  be  governed  by  the  time  of 
filing. 

Persons  claiming  veterans  preference 
rights  must  enclose  with  their  applica¬ 
tions  proper  evidence  of  military  or  naval 
service,  preferably  a  complete  photostatic 
copy  of  the  certificate  of  honorable  dis¬ 
charge.  Persons  claiming  preference 
rights  based  upon  valid  settlement,  stat¬ 
utory  preference,  or  equitable  claims 
must  enclose  properly  corroborated 
statements  in  support  of  their  claims. 
Detailed  rules  and  regulations  governing 
applications  which  may  be  filed  pursuant 
to  this  notice  can  be  found  in  Title  43  of 
the  Code  of  Federal  Regulations. 

b.  The  lands  have  been  open  to  appli¬ 
cations  and  offers  under  the  mineral¬ 
leasing  laws.  They  will  be  open  to  loca¬ 
tion  under  the  United  States  mining  laws 
beginning  at  10:00  a.  m.  on  November  7, 
1956. 

Inquiries  concerning  the  lands  shall  be 
addressed  to  the  Manager,  Land  Office, 
Bureau  of  Land  Management,  Sacra¬ 
mento,  California. 

Depue  Falck, 

Acting  Director, 
Bureau  of  Land  Management. 

[F.  R.  Doc.  56-5417;  Piled,  July  9,  1956; 

8:46  a.  m.J 


Missouri  River  Basin  Project, 
Montana 

FIRST  FORM  RECLAMATION  WITHDRAWAL 

April  25, 1956. 

Pursuant  to  the  authority  delegated 
by  Departmental  Order  No.  2765  of  July 
30,  1954  (19  F.  R.  5004),  I  hereby  with¬ 
draw  the  following-described  lands  from 
public  entry,  under  first  form  of  with¬ 
drawal,  as  provided  by  section  3  of  the 
act  of  June  17,  1902  (32  Stat.  388) : 

Principal  Meridian,  Montana 

T.  31  N.,  R.  4  E., 

Sec.  34,  NE«4SW>4; 

Sec.  35,  NWKSW14. 

The  above  areas  aggregate  80  acres. 

E.  G.  Nielsen, 
Assistant  Commissioner. 

[71772] 

July  3, 1956. 

I  concur.  The  records  of  the  Bureau 
of  Land  Management  will  be  noted 
accordingly. 

Depue  Falck, 

Acting  Director, 
Bureau  of  Land  Management. 

Notice  for  Filing  Objections  to  Order 

Withdrawing  Public  Lands  for  Lower 

Marias  Unit,  Marias  Division,  Missouri 

River  Basin  Project,  Montana 

Notice  is  hereby  given  that  for  a  period 
of  30  days  from  the  date  of  publication  of 
this  notice,  persons  having  cause  to  ob¬ 
ject  to  the  terms  of  the  above  order  with¬ 
drawing  certain  public  lands  in  the  State 
of  Montana,  for  use  in  connection  with 


the  Tiber  Reservoir,  Lower  Marias  Unit, 
Marias  Division,  Missouri  River  Basin 
Project  may  present  their  objections  to 
the  Secretary  of  the  Interior.  Such  ob¬ 
jections  should  be  in  writing,  should  be 
addressed  to  the  Secretary  of  the  In¬ 
terior,  and  should  be  filed  in  duplicate 
in  the  Department  of  the  Interior,  Wash¬ 
ington  25,  D.  C. 

In  case  any  objection  is  filed  and  the 
nature  of  the  opposition  is  such  as  to 
warrant  it,  a  public  hearing  will  be  held 
at  a  convenient  time  and  place,  which 
will  be  announced,  where  opponents  to 
the  order  may  state  their  views  and 
where  proponents  of  the  order  can  ex¬ 
plain  its  purpose,  intent,  and  extent. 
Should  any  objection  be  filed,  notice  of 
the  determination  by  the  Secretary  as 
to  whether  the  order  should  be  rescinded, 
modified  or  let  stand  will  be  given  to  all 
interested  parties  of  record  and  the  gen¬ 
eral  public. 

E.  G.  Nielsen, 
Assistant  Commissioner. 

[P.  R.  Doc.  56-5418;  Piled,  July  9,  1956; 

8:46  a.  m.] 


DEPARTMENT  OF  COMMERCE 

Federal  Maritime  Board 

Amforwards,  Inc.,  et  al. 

NOTICE  TO  SHOW  CAUSE  WHY  FREIGHT  FOR¬ 
WARDER  REGISTRATIONS  ISSUED  TO  CER¬ 
TAIN  REGISTRANTS  SHOULD  NOT  BE  CAN¬ 
CELLED 

Notice  is  hereby  given  that  at  a  session 
of  the  Federal  Maritime  Board  held  at 
its  Office  in  Washington  D.  C.,  the  27th 
day  of  June  1956,  the  Board  entered  the 
following  order: 

Whereas  the  following  registrants  were 
assigned  freight  forwarder  registration 
numbers  pursuant  to  General  Order  72 
(46  CFR  Part  244) : 


Name 

Regis¬ 

tration 

No. 

Date  issued 

Amforwards,  Inc.  (Now  York).. 
Bakumar  Shipping  Corp.  (New 

1850 

Mar.  30, 1955 

York) . . . . 

Crestline  Shipping  Co.  (New 
York).  (Qeorge  L.  LaVeme, 

832 

July  27,1950 

dba) . . . . . 

Thomas  Freight  Forwarders 
(New  York).  (Alice  II.  Nila, 

1713 

Feb.  26,1954 

dba) . . . 

1802 

July  11,1955 

Richard  Varela  (New  York).... 

1802 

Apr.  20,1955 

Whereas  the  Board  has  by  registered 
letters,  requested  these  registrants  to 
furnish  certain  information  in  connec¬ 
tion  with  their  forwarding  activities, 
pursuant  to  §  244.3  of  General  Order  72; 
and 

Whereas  registered  mail  sent  to  Crest¬ 
line  Shipping  Co.  and  Thomas  Freight 
Forwarders  has  been  returned  by  the 
post  office  as  undeliverable  and  the  Board 
is  therefore  unable  to  exercise  regulatory 
authority  over  them  because  their  pres¬ 
ent  whereabouts  is  unknown;  and 

Whereas  the  other  three  registrants 
have  failed  to  respond  to  registered  let¬ 
ters  in  violation  of  General  Order  72; 

It  is  ordered.  That  the  above-named 
registrants  show  cause,  in  writing  or  at 
a  public  hearing  to  be  hereafter  set  if 
requested  by  registrant,  within  thirty 


(30)  days  from  the  date  of  publication 
hereof  in  the  Federal  Register  why  their 
registrations  should  not  be  cancelled  for 
the  reasons  above  stated;  and 

It  is  further  ordered,  That  failure  of 
any  registrant  named  above  to  respond 
as  ordered  hereby  will  result  in  automatic 
cancellation  of  its  freight  forwarder  reg¬ 
istration  without  further  action  by  the 
Board;  and  that  notice  of  such  cancel¬ 
lation  shall  be  sent  to  the  registrant  by 
the  Secretary;  and 

It  is  further  ordered.  That  a  copy  of 
this  order  be  sent  by  registered  mail  to 
each  of  the  above-named  registrants  at 
its  last  known  address;  and 

It  is  further  ordered.  That  this  order 
be  published  in  the  Federal  Register. 

Dated:  July  5, 1956. 

By  order  of  the  Federal  Maritime 
Board. 

[seal]  A.  J.  Williams, 

Secretary. 

[P.  R.  Doc.  56-5425;  Filed,  July  9,  1956; 

8:48  a.  m.] 


DEPARTMENT  OF  LABOR 

Wage  and  Hour  Division 

Learner  Employment  Certificates 
issuance  to  various  industries 

Notice  is  hereby  given  that  pursuant  to 
section  14  of  the  Fair  Labor  Standards 
Act  of  1938  (52  Stat.  1060,  as  amended;  29 
U.  S.  C.  201  et  seq.) ,  and  Part  522  of  the 
Regulations  issued  thereunder  (29  CFR 
Part  522),  special  certificates  authoriz¬ 
ing  the  employment  of  learners  at  hourly 
wage  rates  lower  than  the  minimum 
wage  rates  applicable  under  section  6  of 
the  act  have  been  issued  to  the  firms 
listed  below.  The  employment  of  learn¬ 
ers  under  these  certificates  is  limited  to 
the  terms  and  conditions  therein  con¬ 
tained  and  is  subject  to  the  provisions 
of  Part  522.  The  effective  and  expiration 
dates,  occupations,  wage  rates,  number 
or  proportion  of  learners  and  learning 
periods  for  certificates  issued  under  gen¬ 
eral  learner  regulations  (§§  522.1  to 
522.12) '  are  as  indicated  below;  condi¬ 
tions  provided  in  certificates  issued  un¬ 
der  special  industry  regulations  are  as 
established  in  these  regulations. 

Apparel  Industry  Learner  Regulations 
(29  CFR  522.20  to  522  24,  as  amended 
March  1,  1956,  21  F.  R.  1349). 

The  following  learner  certificates  were 
issued  authorizing  the  employment  of 
not  more  than  10  percent  of  the  total 
number  of  factory  production  workers  as 
learners  for  normal  labor  turnover 
purposes. 

Burton  Manufacturing  Corp.,  200  West 
Main  Street,  Spartanburg,  S.  C.;  effective 
6-18-56  to  6-17-57  (sport  shirts). 

Elder  Manufacturing  Co.,  Ste.  Genevieve, 
Mo.,  effective  6-15-56  to  6-14-57  (boy’s  pa¬ 
jamas  and  shirts). 

Elder  Manufacturing  Co.,  Dexter,  Mo.;  ef¬ 
fective  6-16-56  to  6-15-57  (men’s  and  boys’ 
sport  shirts) . 

Isabel  Dress  Co.,  Inc.,  313  Depew  Avenue, 
Mayfield,  Pa.;  effective  6-13-56  to  6-12-57 
(children’s  dresses) . 

Jermyn  Manufacturing  Co.,  Inc.,  505  Wash¬ 
ington  Avenue,  Jermyn,  Pa.;  effective  6-18-56 
to  6-17-57  (women’s  dresses). 


Tuesday ,  July  10,  1956 


FEDERAL  REGISTER 


5123 


Kamp  Togs,  Inc.,  Clarksville,  Mo.;  effec¬ 
tive  6-18-56  to  6-17-57  (boys’  and  girls’ 
sportswear) . 

LeMonde  Corset  Co.,  902  Lapear  Street, 
Saginaw,  Mich.;  effective  6-14-56  to  6-13-57 
(women’s  foundation  garments) . 

Summit  Hill  Manufacturing  Corp.,  Summit 
Hill.  Pa.;  effective  6-13-56  to  -6-12-57  (ladies’ 

sportswear ) . 

Wear  Well  Garment  Co.,  Inc.,  First  North 
and  German  Streets,  New  Ulm,  Minn.;  effec¬ 
tive  6-18-56  to  6-17-57  (men’s,  women’s  and 
boys’  outerwear) . 

The  following  learner  certificates  were 
issued  for  normal  labor  turnover  pur¬ 
poses  and,  except  as  otherwise  indicated 
below,  a  maximum  of  10  learners  were 
authorized ; 

Jane  Evans  Frocks,  Inc.,  39  Front  Street, 
Souderton,  Pa.;  effective  6-14-56  to  6-13-57; 

5  learners  (ladies’  dresses). 

Gross  Galesburg  Co.,  154  North  Main  Street, 
Canton,  Ill.;  effective  6-16-56  to  6-15-57 
(coveralls  and  work  jackets) . 

C.  Hart  Manufacturing  Co.,  Wayne  and 
Decatur  Streets,  Eaton,  Ohio;  effective  6-15- 
53  to  6-14-57;  5  learners  (uniform  shirts, 
vest,  vestee) . 

McTague  Manufacturing  Co.,  Inc.,  West 
Presqueisle  Street,  Philipsburg,  Pa.;  effective 
6-13-56  to  6-12-57  (jackets) . 

National  Garment  Co.,  Fayette,  Mo.;  effec¬ 
tive  6-14-56  to  6-13-57  (sportswear  made  of 
knitted  and  woven  material ) . 

Patton  Garment  Co.,  Wellsville,  Mo.;  effec¬ 
tive  6-14-56  to  6-i3-57;  5  learners  (sports¬ 
wear  made  of  knitted  and  woven  material). 

Phelps  Industries,  Skyland,  N.  C.;  effective 
6-15-56  to  2-28-57;  4  learners  (women’s 
sportswear)  (replacement  certificate). 

Summerville  Dress  Co.,  Summerville,  S.  C.; 
effective  6-12-56  to  6-11-57  (children’s 
dresses). 

Thurmond  Manufacturing  Co.,  Inc.,  Rut¬ 
ledge,  Ga.;  effective  6-18-56  to  6-17-57  (dress 
shirts)  (replacement  certificate). 

The  following  learner  certificates  were 
issued  for  plant  expansion  purposes. 
The  number  of  learners  authorized  is 
indicated: 

Bestform  Foundations  of  Pennsylvania, 
Inc.,  Baumer  and  Cherry  Streets,  Johnstown, 
Pa.;  effective  6-18-56  to  12-17-56;  75  learners 
(brassieres,  girdles,  corsets). 

Cartersville  Undergarment  Corp.,  Indus¬ 
trial  Boulevard,  Cartersville,  Ga.;  effective 
6-18-56  to  12-17-56;  35  learners  (ladies’  and 
girls’  acetate  and  nylon  underwear). 

Rhea  Manufacturing  Co.,  American  Junior 
Division,  Bainbridge,  Ga.;  effective  6-12-56 
to  12-11-56;  20  learners  (misses’  sportswear). 

Hosiery  Industry  Learner  Regulations 
(29  CFR  522.40  to  522.43,  as  amended 
March  1,  1956,  21  F.  R.  629). 

The  Batesville  Co.,  Batesville,  Miss.;  effec¬ 
tive  6-18-56  to  6-17-57;  5  percent  of  factory 
production  workers  for  normal  labor  turn¬ 
over  purposes  (seamless). 

The  Batesville  Co.,  Batesville,  Miss.;  effec¬ 
tive  6-28-56  to  12-27-56;  25  learners  for 
plant  expansion  purposes  (seamless). 

Clayson  Knitting  Co.,  Star,  N.  C.;  effective 
6-11-56  to  6-10-57;  5  learners  for  normal 
labor  turnover  purposes  (steamless). 

Pittsburg  Knitting  Mills,  Inc.,  212  East 
First  Street  South,  Pittsburg,  Tenn.;  effective 
6-12-56  to  12-11-56;  40  learners  for  plant 
expansion  purposes  (seamless). 

Wisteria  Hosiery  Mills  Co.,  Gastonia,  N:  C.; 
effective  6-14-56  to  6-13-57;  5  percent  of 
factory  production  workers  for  normal  labor 
turnover  purposes  (full-fashioned-seamless). 

Wisteria  Hosiery  Mills  Co.,  Lincolntown, 
N.  C.;  effective  6-14-56  to  6-13-57;  5  learners 
for  normal  labor  turnover  purposes  (seam¬ 
less). 


Knitted  Wear  Industry  Learner  Regu¬ 
lations  (29  CFR  522.30  to  522.35,  as 
amended  March  1,  1956,  21  F.  R.  581). 

The  Giffin  Manufacturing  Co.,  Inc.,  Car¬ 
lisle,  Ky.;  effective  6-15-56  to  6-14^57;  5  per¬ 
cent  of  factory  production  workers  engaged 
in  the  manufacture  of  knitted  wear  products 
only  (men’s  shorts). 

Ladd  Knitting  Mills,  Inc.,  North  Sixth 
Street  and  Hiesters  Lane,  Reading,  Pa.;  effec¬ 
tive  6-13-56  to  8-31-56;  50  learners  for  plant 
expansion  purposes,  including  additional  oc¬ 
cupations  for  hand  sewing,  looping,  topping 
and  final  inspection  (sweaters)  (replacement 
certificate) . 

Ladd  Knitting  Mills,  Inc.,  North  Sixth 
Street  and  Hiesters  Lane,  Reading,  Pa.;  effec¬ 
tive  6-13-56  to  2-28-57;  5  percent  of  factory 
production  workers  for  normal  labor  turnover 
purposes,  including  additional  occupations 
for  looping,  topping,  hand  sewing,  and  final 
inspection  (ladies’  sweaters)  (replacement 
certificate) . 

Mozur  Laces,  Inc.,  Sweater  Division,  Cross- 
ville,  Tenn.;  effective  6-12-56  to  6-11-57;  5 
learners  for  normal  labor  turnover  purposes, 
including  additional  occupation  for  looper 
(sweaters) . 

Shoe  Industry  Learner  Regulations 
(29  CFR  522.50  to  522.55,  as  amended 
March  1,  1956,  21  F.  R.  1195). 

Eastland  Shoe  Corp.,  Freeport,  Maine;  ef¬ 
fective  6-18-56  to  6-17-57;  10  learners  for 
normal  labor  turnover  purposes. 

Regulations  applicable  to  the  Employ¬ 
ment  of  Learners  (29  CFR  522.1  to  522.12, 
as  amended  February  28,  1955,  20  F.  R. 
645). 

The  following  learner  certificates  were 
issued  for  normal  labor  turnover  pur¬ 
poses,  except  as  otherwise  indicated,  to 
the  companies  listed  below  manufactur¬ 
ing  miscellaneous  products.  The  effec¬ 
tive  and  expiration  dates,  learner  rates, 
occupations,  learning  periods,  and  the 
number  or  proportion  of  learners  au¬ 
thorized  to  be  employed,  are  as  follows: 

Allen  Quilting  Co.,  60  East  25th  Street, 
Chicago,  Ill.;  effective  6-15-56  to  12-14-56; 
not  less  than  85  cents  per  hour  for  the  first 
160  hours  and  90  cents  per  hour  for  the  re¬ 
maining  160  hours  of  the  320-hour  learning 
period,  for  the  occupation  of  multi-needle 
quilting  machine  operator;  authorizing  the 
employment  of  2  learners  (quilted  linings  for 
garments) . 

Bennat  Shoulder  Pad  Co.,  Inc.;  1110  Wash¬ 
ington  Avenue,  St.  Louis,  Mo.;  effective 
6-15-56  to  12-15-56;  not  less  than  85  cents 
per  hour  for  the  first  160  hours  and  90  cents 
per  hour  for  the  remaining  160  hours  of  the 
320-hour  learning  period,  for  the  occupations 
of  sewing  machine  operators  and  pressing; 
authorizing  the  employment  of  5  learners 
(shoulder  pads) . 

Custom  Canvas  Front  Co.,  7  Market  Street, 
Stamford,  Conn.;  effective  6-18-56  to  12-17- 
56;  not  less  than  85  cents  per  hour  for  the 
first  280  hours  and  90  cents  per  hour  for  the 
remaining  200  hours  of  the  480-hour  learning 
period,  for  the  occupation  of  sewing  machine 
operating;  authorizing  the  employment  of  5 
learners  (interlining  for  coat  fronts). 

A.  Di  Paola  &  Co.,  Inc.,  510  South  8th  Street, 
Vineland,  N.  J.;  effective  6-18-56  to  12-17-56; 
not  less  than  85  cents  per  hour  for  the  first 
280  hours  and  90  cents  per  hour  for  the  re¬ 
maining  200  hours  of  the  480-hour  learning 
period,  for  the  occupation  of  hand  sewing; 
authorizing  the  employment  of  5  learners 
(men’s  sackcoats  and  sportcoats). 

The  Fechheimer  Bros.  Co.,  400  Pipe  Street, 
Cincinnati,  Ohio;  effective  6-18-56  to  12-17- 
56;  not  less  than  85  cents  per  hour  for  the 
first  280  hours  and  90  cents  per  hour  for  the 
remaining  200  hours  of  the  480-hour  learn¬ 


ing  period,  for  the  occupation  of  sewing  ma¬ 
chine  operator;  authorizing  the  employment 
of  five  percent  of  factory  production  workers 
(uniforms). 

Hall  Line  Corp.,  Park  Avenue,  Highland 
Mills,  N.  Y.;  effective  6-18-56  to  12-17-56; 
not  less  than  85  cents  per  hour  for  a  maxi¬ 
mum  of  240  hours,  for  the  occupations  of 
machine  operator,  tender,  fixer,  and  Jobs  im¬ 
mediately  incidental  thereto:  authorizing  the 
employment  of  3  learners  (fish  line,  twines, 
braids ) . 

Magura  Clothing  Co.,  272  Schoonmaker 
Avenue,  Monessen,  Pa.;  effective  6-18-56  to 
12-17-56;  not  less  than  85  cents  per  hour  for 
the  first  280  hours  and  90  cents  per  hour  for 
the  remaining  200  hours  of  the  480-hour 
learning  period,  for  the  occupations  of  sew¬ 
ing  machine  operator  and  final  presser;  au¬ 
thorizing  the  employment  of  five  percent  of 
factory  production  workers  engaged  in  the 
production  of  men’s  and  boys’  clothing  only 
(men’s  and  boys’  clothing) . 

Magura  Clothing  Co.,  272  Schoonmaker 
Avenue,  Monessen,  Pa.;  effective  6-18-56  to 
12-17-56;  not  less  than  85  cents  per  hour 
for  the  first  280  hours  and  90  cents  per  hour 
for  the  remaining  200  hours  of  the  480-hour 
learning  period,  for  the  occupations  of  sew¬ 
ing  machine  operator  and  final  presser;  au¬ 
thorizing  the  employment  of  15  learners  for 
plant  expansion  purposes  in  the  production 
of  men’s  and  boys’  clothing  only  (men’s  and 
boys’  clothing). 

Terre  Hill  Manufacturing  Co.,  Plant  No.  2. 
Terre  Hill,  Pa.;  effective  6-20-56  to  12-19-56; 
not  less  than  85  cents  per  hour  for  a  maxi¬ 
mum  of  320  hours  for  the  occupation  of  sew¬ 
ing  machine  operator;  authorizing  the  em¬ 
ployment  of  10  learners  (nylon  tricot,  bed 
sheets  and  pillow  cases). 

Tu  Way  Products  Co.,  Rockford,  Ohio;  ef¬ 
fective  6-18-56  to  12-17-56;  not  less  than 
85  cents  per  hour  for  a  maximum  of  320 
hours,  for  the  occupation  of  sewing  machine 
operator;  authorizing  the  employment  of  3 
learners  (industrial  and  household  mops). 

The  following  learner  certificates  were 
issued  for  normal  labor  turnover  pur¬ 
poses  to  the  companies  hereinafter 
named,  in  the  sardine  packing  industry; 
authorizing  a  rate  not  less  than  80  cents 
per  hour  for  the  first  80  hours  and  not 
less  than  85  cents  per  hour  for  the  re¬ 
maining  80  hours  of  the  160-hour  learn¬ 
ing  period,  for  the  occupation  of  sardine 
packers.  The  number  or  proportion  of 
learners  authorized  are  as  indicated: 

Addison  Packing  Co.,  Southwest  Harbor, 
Maine;  effective  6-18-56  to  12-17-56;  10  per¬ 
cent  of  factory  production  workers  (sar¬ 
dines). 

Alco  Canning  Co.,  Inc.,  Water  Street,  Lu- 
bec,  Maine;  effective  6-20-56  to  12-19-56; 
10  learners  (sardines) . 

R.  K.  Barter  Canneries,  Inc.,  Stonington, 
Maine;  effective  6-18-56  to  12-17-56;  10  per¬ 
cent  of  factory  production  workers  (sar¬ 
dines)  . 

Bath  Canning  Co.,  Bowery  Street,  Bath, 
Maine;  effective  6-18-56  to  12-17-56;  10 

percent  of  factory  production  workers 
(sardines) . 

Belfast  Canning  Co.,  Belfast,  Maine;  effec¬ 
tive  6-18-56  to  12-17-56;  10  percent  of  fac¬ 
tory  production  workers  (sardines). 

Green  Island  Packing  Co.,  Rockland, 
Maine;  effective  6-18-56  to  12-17-56;  10 
percent  of  factory  production  workers 
(sardines) . 

Haskins  Canning  Corp.,  Lubec,  Maine:  ef¬ 
fective  6-18-56  to  12-17-56;  10  percent  of 
factory  production  workers  (sardines). 

Holmes  Packing  Corp.,  Eastport,  Maine: 
effective  6-18-56  to  12-17-56;  10  percent  of 
factory  production  workers  (sardines). 

Holmes  Packing  Corp.,  Ocean  Street,  Rock¬ 
land,  Maine;  effective  6-18-56  to  12-17-56; 
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10  percent  of  factory  production  workers 
(sardines). 

Jonesport  Packing  Co.,  West  Jonesport, 
Maine;  effective  6-18-56  to  12-18-56;  10 
percent  of  factory  production  workers 
(sardines). 

North  Lubec  Manufacturing  &  Canning 
Co.,  North  Lubec,  Maine;  effective  6-20-56  to 
12-19-56;  10  learners  (sardines). 

R.  J.  Peacock  Canning  Co.,  Lubec,  Maine; 
effective  6-18-56  to  12-17-56;  10  percent  of 
factory  production  workers  (sardines). 

R.  J.  Peacock  Canning  Co.,  Eastport, 
Maine;  effective  6-18-56  to  12-17-56;  to 
learners  (sardines). 

R.  J.  Peacock  Canning  Co.,  Brown’s  Wharf, 
Portland,  Maine;  effective  6-18-56  to  12-17- 
56;  10  percent  of  factory  production  workers 
(sardines). 

Royal  River  Packing  Corp.,  Yarmouth, 
Maine;  effective  6-18-56  to  12-17-56;  10  per¬ 
cent  of  factory  production  workers  (sar¬ 
dines). 

P.  H.  Snow  Canning  Corp.,  South  Goulds- 
boro,  Maine;  effective  6-18-56  to  12-17-56;  10 
learners  (sardines). 

R.  B.  &  C.  G.  Stevens,  Jonesport,  Maine; 
effective  6-20-56  to  12-19-56;  10  learners 
(sardines) . 

Stinson  Canning  Co.,  ProsDect  Harbor, 
Maine;  effective  6-18  56  to  12-17-56;  10  per¬ 
cent  of  factory  production  workers  (sar¬ 
dines). 

The  Trident  Packing  Co.,  Inc.,  Brown’s 
Wharf,  Portland,  Maine;  effective  6-18-56  to 
12-17-56;  10  percent  of  factory  production 
workers  (sardines). 

Wm.  Underwood  Co.,  West  Jonesport, 
Maine;  effective  6-18-56  to  12-17-56;  10  per¬ 
cent  of  factory  production  workers  (sar¬ 
dines). 

Wm.  Underwood  Co.,  McKinley  Maine;  ef¬ 
fective  6-18-56  to  12-17-56;  10  percent  of 
factory  production  workers  (sardines). 

Each  certificate  has  been  issued  upon 
the  employer’s  representation  that  em¬ 
ployment  of  learners  at  subminimum 
rates  is  necessary  in  order  to  prevent  cur¬ 
tailment  of  opportunities  for  employ¬ 
ment,  and  that  experienced  workers  for 
the  learner  occupations  are  not  available. 
The  certificates  may  be  canceled  in  the 
manner  provided  in  the  regulations  and 
as  indicated  in  the  certificates.  Any  per¬ 
son  aggrieved  by  the  issuance  of  any  of 
these  certificates  may  seek  a  review  or 
reconsideration  thereof  within  fifteen 
days  after  publication  of  this  notice  in 
the  Federal  Register  pursuant  to  the 
provisions  of  Part  522. 

Signed  at  Washington,  D.  C.,  this  27th 
day  of  June  1956. 

Milton  Brooke, 

Authorized  Representative 

of  the  Administrator. 

•  [P.  R.  Doc.  56-5423;  Filed,  July  9,  1956; 

8:47  a.  m.) 


CIVIL  AERONAUTICS  BOARD 

[Docket  No.  2396  et  al.[ 

Eastern  Air  Lines,  Inc.,  et  al.;  Great 
Lakes-Southeast  Service  Case 

NOTICE  OF  POSTPONEMENT  OF  HEARING 

In  the  matter  of  Eastern  Air  Lines, 
Inc.,  and  other  applicants  for  certificates 
or  amendments  of  certificates  of  public 
convenience  and  necessity  in  the  consoli¬ 
dated  proceeding  known  as  the  Great 
Lakes-Southeast  Service  Case. 

Notice  is  hereby  given,  pursuant  to  the 
Civil  Aeronautics  Act  of  19C8,  as 


amended,  that  hearing  in  the  above-en¬ 
titled  proceeding,  now  assigned  to  be  held 
on  July  23, 1956,  at  10:00  a.  m.,  e.  d.  s.  t., 
in  Conference  Room  B,  Departmental 
Auditorium,  Constitution  Avenue,  be¬ 
tween  Twelfth  and  Fourteenth  Streets 
NW.,  Washington,  D.  C.,  before  Examiner 
William  F.  Cusick,  is  postponed  and  re¬ 
assigned  for  hearing  on  September  11, 
1956,  at  10:00  a.  m.,  e.  d.  s.  t.,  in  Room 
E-210,  Temporary  Building  No.  5,  Six¬ 
teenth  Street  and  Constitution  Avenue 
NW.,  Washington,  D.  C. 

Dated  at  Washington,  D.  C.,  July  2, 
1956. 

[seal]  Francis  W.  Brown, 

Chief  Examiner. 

[F.  R.  Doc.  56-5437;  Filed,  July  9,  1956; 

8:50  a.  m.] 


[Docket  No.  8097] 

Interim  Service  to  Mitchell,  Yankton, 
and  Norfolk,  Nebraska,  and  to  Sioux 
Falls,  South  Dakota,  to  Fargo  via 
Watertown  and  Brookings 

prehearing  conference 

Notice  is  hereby  given  that  a  prehear¬ 
ing  conference  in  the  above-entitled 
matter  is  assigned  to  be  held  on  July  13, 
1956,  at  10:00  a.  m.,  e.  d.  t.,  Room  E-210, 
Temporary  Building  No.  5,  Sixteenth 
Street  and  Constitution  Avenue  NW., 
Washington,  D.  C.,  before  Examiner  Paul 
N.  Pfeiffer. 

Dated  at  Washington,  D.  C.,  July  3, 
1956. 

[seal]  Francis  W.  Brown, 

Chief  Examiner. 

[F.  R.  Doc.  56-5436;  Filed,  July  9,  1956; 
8:50  a.  m.] 


INTERNATIONAL  COOPERATION 
ADMINISTRATION 

Aid  Refugee  Chinese  Intellectuals, 
Inc.,  et  al. 

register  of  voluntary  foreign  aid 

AGENCIES 

In  accordance  with  regulations  of  the 
International  Cooperation  Administra¬ 
tion  concerning  Registration  of  Agencies 
for  Voluntary  Foreign  Aid  (ICA  Regula¬ 
tion  3),  22  CFR  Part  203,  20  F.  R.  9458, 
promulgated  pursuant  to  section  521  of 
the  Mutual  Security  Act  of  1954,  as 
amended,  notice  is  hereby  given  that  the 
following  agencies  are  registered  as  vol¬ 
untary  foreign  aid  agencies: 

Aid  Refugee  Chinese  Intellectuals,  Inc., 
1790  Broadway,  New  York  19,  N.  Y. 

American  Baptist  Relief,  1628  16th  Street 
NW.,  Washington  9,  D.  C. 

American  Bureau  for  Medical  Aid  to  China, 
1790  Broadway,  New  York  19,  N.  Y. 

American  Foundation  for  Overseas  Blind, 
22  West  17th  Street,  New  York  11,  N.  Y. 

American  Friends  of  Austrian  Children, 
202  East  19th  Street,  ninth  floor  New  York 
3.  N.  Y. 

American  Friends  of  Russian  Freedom,  270 
Park  Avenue,  New  York  17,  N.  Y. 

American  Friends  Service  Committee,  20 
South  12th  Street,  Philadelphia  7,  Pa. 

American  Fund  for  Czechoslovak  Refugees, 
1775  Broadway,  Room  607,  New  York  19,  N.  Y. 


American  Jewish  Joint  Distribution  Com¬ 
mittee,  270  Madison  Avenue,  New  York  16, 
N.  Y. 

American  Korean  Foundation,  Carnegie 
Endowment  International  Center,  345  East 
46th  Street,  New  York  17,  N.  Y. 

American  Middle  East  Relief,  350  Fifth 
Avenue,  New  York  1,  N.  Y. 

American  Mission  to  Greeks,  Inc.,  233  West 
42d  Street  (P.  O.  Box  423),  New  York  36, 
N.  Y. 

American  National  Committee  to  Aid 
Homeless  Armenians  (ANHCHA),  207  Powell 
Street,  San  Francisco  2,  Calif. 

American  ORT  Federation,  212  Fifth  Ave¬ 
nue,  New  York  10,  N.  Y. 

American  Relief  for  Poland,  1200  North 
Ashland  Avenue,  Chicago  22,  IU. 

Assemblies  of  God — Foreign  Service  Com¬ 
mittee,  160  Fifth  Avenue,  New  York  10,  N.  Y. 

Boys’  Towns  of  Italy,  29  Broadway,  New 
York  6,  N.  Y. 

Brethren  Service  Commission,  22  South 
State  Street,  Elgin,  Ill. 

Catholic  Relief  Services — National  Catholic 
Welfare  Conference,  350  Fifth  Avenue,  New 
York  1,  N.  Y. 

Christian  Children’s  Fund,  China  Building, 
Richmond  4,  Va. 

Church  World  Service,  Inc.,  215  Fourth 
Avenue,  New  York  3,  N.  Y. 

Congregational  Christian  Service  Com¬ 
mittee,  110  East  29th  Street,  New  York  16, 
N.  Y. 

Cooperative  for  American  Remittances  to 
Everywhere  (CARE)  Inc.,  660  First  Avenue, 
New  York  16,  N.  Y. 

Council  of  Relief  Agencies  Licensed  for 
Operation  in  Germany  (CRALOG),  50  Madi¬ 
son  Avenue,  New  York  10,  N.  Y. 

Foster  Parents’  Plan,  Inc.,  43  West  61st 
Street,  New  York  23,  N.  Y. 

Hadassah,  65  East  52d  Street,  New  York  22, 
N.  Y. 

Heifer  Project,  Inc.,  115  East  Main  Street, 
North  Manchester,  Ind.,  and  New  Windsor, 
Md. 

International  Rescue  Committee,  Inc.,  62 
West  45th  Street,  New  York  36,  N.  Y. 

International  Social  Service — American 
Branch,  345  East  46th  Street,  New  York  17, 
N.  Y. 

Iran  Foundation,  Inc.,  350  Fifth  Avenue, 
New  York  1,  N.  Y. 

Little  House  of  Saint  Pantaleon,  107  South 
Avolyn  Avenue,  Ventnor,  N.  J. 

Lutheran  Refugee  Service — National  Lu¬ 
theran  Council,  235  Fourth  Avenue,  New 
York  3,  N.  Y. 

Lutheran  World  Relief,  50  Madison  Avenue, 
New  York  10,  N.  Y. 

Mennonite  Central  Committee,  Akron, 
Pa. 

National  Council  of  Young  Israel,  3  West 
16th  Street,  New  York  11,  N.  Y. 

Near  East  Foundation,  54  East  64th  Street, 
New  York  21,  N.  Y. 

Pestalozzi  Foundation  of  America,  41  East 
57th  Street,  New  York  22,  N.  Y. 

Refuge  des  Petits,  30  Broad  Street,  47th 
floor,  New  York  4,  N.  Y. 

Romanian  Welfare,  18  East  60th  Street, 
New  York  22,  N.  Y. 

Russian  Children’s  Welfare  Society,  59  East 
Second  Street,  New  York  3,  N.  Y. 

Salvation  Army — National  Headquarters, 
120-130  West  14th  Street,  New  York  11,  N.  Y. 

Save  the  Children  Federation,  Carnegie 
Endowment  Center,  U.  N.  Plaza  at  46th 
Street,  New  York  17,  N.  Y. 

Selfhelp  of  Emigres  from  Central  Europe, 
147  West  42d  Street,  Room  519,  New  York 
18,  N.  Y. 

Tolstoy  Foundation,  300  West  58th  Street, 
New  York  19,  N.  Y. 

Unitarian  Service  Committee,  9  Park  Street, 
Boston  8,  Mass.  New  York  Office:  345  East 
46th  Street,  New  York  17,  N.  Y. 

United  HIAS  Service,  425  Lafayette  Street, 
New  York  3,  N.  Y. 
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United  Lithuanian  Relief  Fund  of  Amer¬ 
ica,  105  Grand  Street,  Brooklyn  11,  N.  Y. 

United  States  Book  Exchange,  care  Library 
of  Congress,  Washington  25,  D.  C. 

United  Ukrainian  American  Relief  Com¬ 
mittee,  866  North  Seventh  Street,  Phila¬ 
delphia  23,  Pa. 

Volunteer  Border  Relief,  P.  O.  Box  981, 
Harlingen,  Tex. 

World  Relief  Commission  of  the  National 
Association  of  Evangelicals,  532  West  46th 
Street,  New  York  36,  N.  Y. 

World  University  Service,  20  West  40th 
Street,  New  York  18,  N.  Y. 

Y.  W.  C.  A.  World  Emergency  Fund,  600 
Lexington  Avenue,  New  York  22,  N.  Y. 

This  notice  cancels  and  supersedes  all 
lists  of  registered  voluntary  foreign  aid 
agencies  previously  issued  under  regula¬ 
tions  concerning  Registration  of  Agen¬ 
cies  for  Voluntary  Foreign  Aid  promul¬ 
gated  by  the  Foreign  Operations  Ad¬ 
ministration  (Part  203,  Chapter  II,  Title 
22,  of  the  Code  of  Federal  Regulations) 
and  predecessor  regulations. 

These  registrations  shall  remain  in 
force  until  amended,  suspended,  or  ter¬ 
minated  in  accordance  with  regulations 
of  the  International  Cooperation  Ad¬ 
ministration  concerning  Registration  of 
Agencies  for  Voluntary  Foreign  Aid  (ICA 
Regulation  3),  22  CFR  Part  203,  20  F.  R. 
9458. 

Issued:  June  27,  1956. 

John  B.  Hollister, 

Director, 

International  Cooperation 
Administration. 

[P.  R.  Doc.  56-5446:  Piled,  July  9,  1956; 

8:58  a.  m.] 


INTERSTATE  COMMERCE 
COMMISSION 

Fourth  Section  Applications  for  Relief 
July  5, 1956. 

Protests  to  the  granting  of  an  applica¬ 
tion  must  be  prepared  in  accordance  with 
Rule  40  of  the  general  rules  of  practice 
(49  CFR  1.40)  and  filed  within  15  days 
from  the  date  of  publication  of  this  no¬ 
tice  in  the  Federal  Register. 

LONG-AND-SHORT  HAUL 

FSA  No.  32311:  Substituted  service — 
motor -rail-motor — M.  K.  T.  Lines  and 
P.  R.  R.  Filed  by  The  Eastern  Central 
Motor  Carriers  Association,  Inc.,  Agent, 
for  interested  motor  and  rail  carriers. 
Rates  on  various  commodities  in  high¬ 
way  trailers  loaded  on  railroad  flat  cars 
between  Dallas  and  Ft.  Worth,  Tex.,  and 
Oklahoma  City,  Okla.,  on  the  one  hand, 
and  Kearny,  N.  J.,  and  Philadelphia,  Pa., 
on  the  other. 

Grounds  for  relief:  Motor  truck  com¬ 
petition. 

Tariff :  The  Eastern  Central  Motor 
Carriers  Association,  Inc.,  Agent,  tariff, 
MF-I.  C.  C.  No.  A-125. 

FSA  No.  32312:  Iron  and  steel  articles 
to  Texas  and  Louisiana  points.  Filed  by 
F.  C.  Kratzmeir,  Agent,  for  interested 
rail  carriers.  Rates  on  iron  and  steel 
articles,  straight  or  mixed  carloads  from 
specified  points  in  Alabama,  Colorado, 
Illinois,  Minnesota,  Missouri,  and  Wis¬ 


consin  to  Beaumont,  Galveston,  Houston, 
Nederland,  Orange,  Port  Arthur,  Texas 
City,  Tex.,  and  Lake  Charles  and  West 
Lake  Charles,  La. 

Grounds  for  relief:  Commercial  com¬ 
petition  with  inland  points,  market  com¬ 
petition,  port  equalization,  and  circuity. 

Tariff :  Supplement  63  to  Agent  Kratz- 
meir’s  I.  C.  C.  4170;  Supplement  57  to 
W.  J.  Prueter’s  I.  C.  C.  3861. 

FSA  No.  32313:  Scrap  iron  or  steel — 
Dallas,  Tex.,  to  New  Orleans,  La.,  and 
sub  ports.  Filed  by  J.  F.  Brown,  Agent, 
for  interested  rail  carriers.  Rates  on 
scrap  iron  or  steel,  carloads  from  Dallas, 
Tex.,  to  New  Orleans,  La.,  and  ports 
within  the  port  limits  of  New  Orleans, 
for  export  and  intercoastal  and  coast¬ 
wise  movehient  beyond. 

Grounds  for  relief:  Circuitous  routes. 
Tariff:  Supplement  145  to  Agent 
Brown’s  I.  C.  C.  796. 

FSA  No.  32314:  Phosphate  rock — Flor¬ 
ida  to  Texas.  Filed  by  O.  W.  South,  Jr., 
Agent,  for  interested  rail  carriers.  Rates 
on  phosphate  rock,  carloads  from  Bar¬ 
tow,  Fla.,  and  other  specified  points  in 
Florida  to  specified  points  in  Texas. 

Grounds  for  relief:  Rail-barge-rail 
competition  and  circuity. 

Tariff:  Supplement  10  to  Agent  C.  A. 
Spaninger’s  tariff  I.  C.  C.  1514. 

FSA  No.  32315:  Ammonium  nitrate — 
Yazoo  City,  Miss.,  to  Alabama.  Filed  by 
O.  W.  South,  Jr.,  Agent,  for  interested 
rail  carriers.  Rates  on  ammonium  ni¬ 
trate,  carloads  from  Yazoo  City,  Miss., 
to  specified  points  in  Alabama. 

Grounds  for  relief:  Circuitous  route. 
Tariff :  Supplement  30  to  Agent  Span¬ 
inger’s  tariff  I.  C.  C.  No.  1510. 

FSA  No.  32316:  Phosphate — Rock — 
Florida  to  Houston,  Tex.  Filed  by  O.  W. 
South,  Jr.,  Agent,  for  interested  rail  car¬ 
riers.  Rates  on  phosphate  rock,  car¬ 
loads,  from  Bartow,  Fla.,  and  other 
Florida  points  to  Houston,  Tex. 

Grounds  for  relief:  Rail-barge  com¬ 
petition  and  circuity. 

Tariff:  Supplement  10  to  Agent  C.  A. 
Spaninger’s  I.  C.  C.  No.  1514. 

FSA  No.  32317:  Butadiene — Akron, 
Ohio,  to  Baton  Rouge,  La.  Filed  by  H.  R. 
Hinsch,  Agent,  for  interested  rail  car¬ 
riers.  Rates  on  butadiene,  tank-car  loads 
from  Akron,  Ohio  to  Baton  Rouge,  La. 

Grounds  for  relief:  Carrier  competi¬ 
tion  and  circuity. 

FSA  No.  32318:  Unfinished  piece  goods 
— Atlanta,  Ga.,  to  Osceola,  Ark.  Filed 
by  St.  Louis-San  Francisco  Railway 
Company,  for  itself  and  interested  rail 
carriers.  Rates  on  unfinished  piece 
goods,  carloads  from  Atlanta,  Ga.,  to 
Osceola,  Ark. 

Grounds  for  relief:  Carrier  competi¬ 
tion  and  circuity. 

FSA  No.  32319:  Trailer-on  fiat-car 
service — A.  T.  &  S.  F.  Ry.  Filed  by  The 
Atchison,  Topeka  and  Santa  Fe  Railway 
Company,  for  itself  and  other  interested 
rail  carriers.  Rates  on  material,  building 
or  roofing,  straight  or  mixed  shipments 
in  highway  trailers  on  railroad  flat  cars 
from  Dallas  and  Ft.  Worth,  Tex.,  to  des¬ 
tinations  in  Oklahoma  named  in  exhibit 
1  of  the  application. 

Grounds  for  relief:  Motor  truck  com¬ 
petition. 


Tariff:  Supplement  *3  to  Atchison, 
Topeka  and  Santa  Fe  Railway  tariff 
I.  C.  C.  14820. 

By  the  Commission. 

[seal]  Harold  D.  McCoy, 

Secretary. 

[P.  R.  Doc.  56-5420;  Filed,  July  9,  1956; 
8:47  a.  m.] 


[No.  MC— C-1993] 

C.  C.  &  C.  Highway,  Inc. 
notice  of  investigation  regarding  rates 

AND  CHARGES 

At  a  session  of  the  Interstate  Com¬ 
merce  Commission,  Board  of  Suspension, 
held  at  its  office  in  Washington,  D.  C.,  on 
the  27th  day  of  June  A.  D.  1956. 

There  being  under  consideration  the 
matter  of  rates,  and  charges,  and  the 
rules,  regulations  and  practices  affecting 
such  rates  and  charges,  applicable  on  in¬ 
terstate  or  foreign  commerce  of  joint 
class  rates  as  set  forth  in  Middlewest 
Motor  Freight  Bureau,  Agent,  MF-I.  C.  C. 
No.  267,  on  page  25  thereof,  in  Item  577, 
paragraph  (4); -in  Supplement  No.  2 
thereto,  on  page  7  thereof,  in  Item  571-A, 
paragraph  (1)  (a),  and  on  page  8  there¬ 
of,  in  Item  579-A,  paragraph  (1) ;  in  Sup¬ 
plement  No.  6  thereto,  on  page  4  thereof, 
in  Item  570-A,  paragraph  (2) ;  in  Supple¬ 
ment  No.  9  thereto,  on  page  8  thereof,  in 
Item  573 -C,  paragraph  (6)  and  in  Item 
574-D,  paragraph  (4),  and  on  page  9 
thereof,  in  Item  575-A,  paragraph  (1) ; 
and  in  Supplement  No.  10  thereto,  on 
page  2  thereof,  in  Item  572-A,  paragraph 
(3),  or  as  same  may  be  amended  or  re¬ 
issued  ; 

It  appearing  that  upon  consideration 
of  the  tariff  schedules,  there  is  reason  to 
institute  an  investigation  to  determine 
whether  they  result  in  rates  and  charges, 
rules  and  regulations  or  practices  that 
are  unjust  or  unreasonable  in  violation 
of  the  Interstate  Commerce  Act;  and 
good  cause  appearing  therefor: 

It  is  ordered.  That  an  investigation  be, 
and  it  is  hereby,  instituted  upon  the  Com¬ 
mission’s  own  motion  into  and  concern¬ 
ing  the  lawfulness  of  the  rates,  charges, 
rules  and  regulations  and  practices  con¬ 
tained  in  said  schedules,  with  a  view  to 
making  such  findings  and  orders  in  the 
premises  as  the  facts  and  circumstances 
shall  warrant. 

It  is  further  ordered.  That  the  inves¬ 
tigation  in  this  proceeding  shall  not  be 
confined  to  the  matters  and  issues  here¬ 
inbefore  stated  as  the  reason  for  insti¬ 
tuting  this  investigation,  but  shall 
include  all  matters  and  issues  with  re¬ 
spect  to  the  lawfulness  of  the  said  rates, 
charges,  rules,  regulations,  and  practices 
under  the  Interstate  Commerce  Act. 

It  is  further  ordered,  That  a  copy  of 
this  order  be  served  on  the  respondents’ 
attorneys  in  fact  who  filed  the  schedules 
containing  the  rates  under  investigation 
herein;  and  that  further  notice  of  this 
proceeding  be  given  to  the  respondents, 
and  that  notice  be  given  to  the  general 
public  by  posting  a  copy  of  this  order 
in  the  office  of  the  Secretary  of  the  Com- 
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mission  at  Washington,  D.  C.,  and  by 
filing  a  copy  with  the  Director,  Division 
of  the  Federal  Register. 

And  it  is  further  ordered.  That  this 
matter  be  assigned  for  hearing  at  a  time 
and  place  to  be  hereinafter  fixed. 

By  the  Commission,  Board  of  Suspen¬ 
sion. 

[seal!  Harold  D.  McCoy, 

Secretary. 

(F.  R.  Doc.  56-5421;  Filed,  July  9,  1956; 

8:47  a.  m.) 

DEPARTMENT  OF  JUSTICE 

Office  of  Alien  Property 

[Vesting  Order  SA-71] 

Vadasztolteny  Gyutacs  es  Femarugyar 
R.  T. 

In  re:  Debt  owing  to  Vadasztolteny 
Gyutacs  es  Femarugyar  R.  T.;  F  34-1408. 

Under  the  authority  of  Title  II  of  the 
International  Claims  Settlement  Act  of 
1949,  as  amended  (69  Stet.  562),  Execu¬ 
tive  Order  10644,  November  7,  1955  (20 
F.  R.  8363) ,  Department  of  Justice  Order 
No.  106-55,  November  23,  1955  (20  F.  R. 
8993),  and  pursuant  to  law,  after  inves¬ 
tigation,  it  is  hereby  found  and  deter¬ 
mined  : 

1.  That  the  property  described  as  fol¬ 
lows:  That  certain  debt  or  other  obliga¬ 
tion  of  The  First  National  City  Bank  of 
New  York,  55  Wall  Street,  New  York, 
arising  out  of  an  account  entitled  “Vad¬ 
asztolteny  Gyutacs  es  Femarugyar”, 
maintained  at  the  aforesaid  bank,  to¬ 
gether  with  any  and  all  rights,  to  de¬ 
mand,  enforce  and  collect  the  same. 

Is  property  within  the  United  States 
which  was  blocked  in  accordance  with 
Executive  Order  8389,  as  amended,  and 
remained  blocked  on  August  9,  1955,  and 
which  is,  and  as  of  September  15,  1947, 
was,  owned  directly  or  indirectly  by 
Vadasztolteny  Gyutacs  es  Femarugyar 
R.  T.,  Budapest,  Hungary,  a  national  of 
Hungary  as  defined  in  said  Executive 
Order  8389,  as  amended. 

2.  That  the  property  described  herein 
Is  not  owned  directly  by  a  natural  person. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  above,  to  be  administered, 
sold,  or  otherwise  liquidated,  in  accord¬ 
ance  with  the  provisions  of  Title  II  of 
the  International  Claims  Settlement  Act 
of  1949,  as  amended. 


It  is  hereby  required  that  the  property 
described  above  be  paid,  conveyed,  trans¬ 
ferred,  assigned  and  delivered  to  or  for 
the  account  of  the  Attorney  General  of 
the  United  States  in  accordance  with  di¬ 
rections  and  instructions  issued  by  or  for 
the  Assistant  Attorney  General,  Director, 
Office  of  Alien  Property,  Department  of 
Justice. 

The  foregoing  requirement  and  any 
supplement  thereto  shall  be  deemed  in¬ 
structions  or  directions  issued  under 
Title  II  of  the  International  Claims  Set¬ 
tlement  Act  of  1949,  as  amended.  At¬ 
tention  is  directed  to  section  205  of  said 
Title  II  (69  Stat.  562)  which  provides 
that: 

Any  payment,  conveyance,  transfer,  assign¬ 
ment,  or  delivery  of  property  made  to  the 
President  or  his  designee  pursuant  to  this 
title,  or  any  rule,  regulation,  instruction,  or 
direction  issued  under  this  title,  shall  to  the 
extent  thereof  be  a  full  acquittance  and  dis¬ 
charge  for  all  purposes  of  the  obligation  of 
the  person  making  the  same;  and  no  person 
Ehall  be  held  liable  in  any  court  for  or  in 
respect  of  any  such  payment,  conveyance, 
transfer,  assignment,  or  delivery  made  in 
good  faith  in  pursuance  of  and  in  reliance  on 
the  provisions  of  this  title,  or  of  any  rule, 
regulation,  instruction,  or  direction  issued 
thereunder. 

Executed  at  Washington,  D.  C.,  on 
July  2, 1956. 

For  the  Attorney  General. 

[ seal  1  Dallas  S.  Townsend, 

Assistant  Attorney  General, 
Director,  Office  of  Alien  Property. 

[F.  R.  Doc.  56-5430;  Filed,  July  9,  1956; 

8:49  a.  m.J 


[Vesting  Order  SA-72] 

Julius  Glueck  &  Co. 

In  re:  Debt  owing  to  Julius  Glueck  & 
Company.  F  34-1619. 

Under  the  authority  of  Title  n  of  the 
International  Claims  Settlement  Act  of 
1949,  as  amended  (69  Stat.  562),  Execu¬ 
tive  Order  10644,  November  7,  1955  (20 
F.  R.  8363) ,  Department  of  Justice  Order 
No.  106-55,  November  23,  1955  (20  F.  R. 
8993),  and  pursuant  to  law,  after  in¬ 
vestigation,  it  is  hereby  found  and 
determined: 

1.  That  the  property  described  as  fol¬ 
lows:  That  certain  debt  or  other  obli¬ 
gation  of  Chase  Manhattan  Bank,  18 
Pine  St.,  New  York,  New  York,  in  the 
amount  of  $145.35,  being  a  portion  of 
an  account  entitled  “Rohner  Gehrig  & 


Co.,  Inc.,  Special  Account”  maintained 
at  the  aforesaid  bank,  together  with  any 
and  all  rights  to  demand,  enforce,  and 
collect  the  same, 

is  property  within  the  United  States 
which  was  blocked  in  accordance  with 
Executive  Order  8389,  as  amended,  and 
remained  blocked  on  August  9,  1955,  and 
which  is,  and  as  of  September  15,  1947, 
was  owned  directly  or  indirectly  by  Julius 
Glueck  and  Co.,  Satu  Mare,  Hungary,  a 
national  of  Hungary  as  defined  in  said 
Executive  Order  8389,  as  amended. 

2.  That  the  property  described  herein 
is  not  owned  directly  by  a  natural 
person. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  above,  to  be  administered, 
sold,  or  otherwise  liquidated,  in  accord¬ 
ance  with  the  provisions  of  Title  H  of  the 
International  Claims  Settlement  Act  of 
1949,  as  amended. 

It  is  hereby  required  that  the  property 
described  above  be  paid,  conveyed,  trans¬ 
ferred,  assigned  and  delivered  to  or  for 
the  account  of  the  Attorney  General  of 
the  United  States  in  accordance  with 
directions  and  instructions  issued  by  or 
for  the  Assistant  Attorney  General, 
Director,  Office  of  Alien  Property,  De¬ 
partment  of  Justice. 

The  foregoing  requirement  and.  any 
supplement  thereto  shall  be  deemed  in¬ 
structions  or  directions  issued  under 
Title  H  of  the  International  Claims 
Settlement  Act  of  1949,  as  amended.  At¬ 
tention  is  directed  to  section  205  of  said 
Title  II  (69  Stat.  562)  which  provides 
that: 

Any  payment,  conveyance,  transfer,  as¬ 
signment,  or  delivery  of  property  made  to 
the  President  or  his  designee  pursuant  to 
this  title,  or  any  rule,  regulation,  instruc¬ 
tion,  or  direction  Issued  under  this  title, 
shall  to  the  extent  thereof  be  a  full  acquit¬ 
tance  and  discharge  for  all  purposes  of  the 
obligation  of  the  person  making  the  same; 
and  no  person  shall  be  held  liable  in  any 
court  for  or  in  respect  of  any  such  payment, 
conveyance,  transfer,  assignment,  or  delivery 
made  in  good  faith  in  pursuance  of  and  in 
reliance  on  the  provisions  of  this  title,  or  of 
any  rule,  regulation,  instruction,  or  direc¬ 
tion  issued  thereunder. 

Executed  at  Washington,  D.  C.,  on 
July  3, 1956. 

For  the  Attorney  General. 

[seal]  Dallas  S.  Townsend, 
Assistant  Attorney  General, 
Director,  Office  of  Alien  Property . 

[F.  R.  Doc.  56-5431;  Filed.  July  9,  1956; 

8:49  a.  m.J 


